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Barbarism 


AMILIARITY, say the wiseacres, breeds contempt; 

and it is indeed the case that the tale of other peoples’ 
sufferings, when oft repeated, ceases in the end to shock 
or to stir the imagination. But the world has this week 
been shaken out of its indifference by the news from the 
countries where war is raging. These latest massacres of 
civilians in Spain and China are so ruthless, so devoid of 
direct military purpose, and so frankly a return to the 
methods of barbarians that we find ourselves in the presence 
of something which threatens the very basis of Western 
civilisation. 

The aerial frightfulness in Spain has been the prelude to 
another offensive by General Franco and his foreign levies 
in a desperate attempt to “solve the Spanish problem.” 
But belief in the speedy victory of the Spanish insurgents 
has waned, and the Italian authorities are preparing public 
opinion for the possibility that the war may not end this 
year. It is, moreover, reported that the German authorities, 
distrusting General Franco’s ability to settle the matter 
with his present resources, have decided to plunge deeper 
into the Spanish cauldron. If this expectation be realised, 
it will play havoc with British policy; for Mr Neville 
Chamberlain’s much-heralded Anglo-Italian Agreement 
will be suspended between heaven and hell while the 
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ancillary Italo-French Agreement is strangled on Spanish 
earth, 

The outcome will be much more serious than the 
merely negative disadvantage of delay, for recent events 
are causing a dangerous deterioration in European politics. 
Since April 25th—only a week after the signature of the 
Anglo-Italian contingent agreement in Rome—fifteen 
attacks, many of them clearly deliberate, have been made by 
bombers from insurgent territory upon British ships, en- 
gaged on their lawful occasions in Republican harbours, 
within the three-mile limit, or even on the high seas. Seven 
attacks took place during the last week. These ships 
carried observers to guard against contraband trade; their 
nationality was obvious. Yet eleven sailors—the majority 
British citizens—have been blown to bits. The ships’ 
masters have cabled Whitehall, and Whitehall has again 
protested to General Franco—but without avail. Again, 
last week a squadron of bombers, which General Franco 
promptly proclaimed were “not Spanish,” flew straight 
into France and bombed strategic railway junctions and 
power-houses. Finally, the hint that the German authori- 
ties now intend to enlarge their commitments in Spain 
comes as a derisory comment on the Italian official spokes- 
man’s indictment of France on Tuesday for “ continued 
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violation of the first principles of non-intervention.” After 
this no one will dare to accuse Signor Gayda of possessing 
a sense of humour! The steps taken by France to protect 
the Pyrenees frontier and reported to be in preparation by 
Britain to give greater protection to British ships are signs 
that there are limits to the patience of the most peace-loving 
Governments. 


Even, however, if these moves are effective and the 
dramas of Spain and China unroll without an overt clash 
with other countries, and if we reach a precarious and 
unstable peace, this week’s events—as we have said—raise 
an even more far-reaching question. What kind of peace 
can we establish if the groundwork of civilisation is blown 
to smithereens? For the sake of peace, for the sake of 
civilisation, for the sake of an understanding with Italy 
and with Germany—and, pro tanto, with Japan—we have 
been adjured to face facts, to be realistic. Let us do so 
without delusion. We have been officially informed, by the 
spokesmen of the Japanese Navy and of the Italian Foreign 
Office, that aerial frightfulness aimed at civil populations 
and property is justified because it can shorten war. War 
is to be abbreviated by a kind of perverted humanitarian- 
ism! We have heard this doctrine before, but it has never 
been so openly applied since the barbarian invasions of 
Europe. And if it is ever applied on the grand scale and is 
not checked by the civilised conceptions of humanity and 
justice, then indeed we shall be destroyed by forces we have 
created but cannot control. 


To their credit, the British Government have not 
acquiesced. They have suggested to European Govern- 
ments and to that of the United States that a corps of 
observers be established to determine whether aerial bom- 
bardment in future is militarily justified. Further, our 
Minister in Spain last week was instructed to report, on 
that very basis, whether the bombing of Granollers last week 
was warranted; and the Minister has roundly replied that 
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it was not. The Swedish and Norwegian Governments 
promptly offered to send observers. The American Govern- 
ment, to the manifest satisfaction of the German and Italian 
official Press, has been hampered, as usual, by the fear of 
European entanglements. 

But if the British, French and other freedom-loving 
peoples cannot persuade the wave of barbarism to retreat, 
they will have to dam it. Reliance upon the policy of the 
“good neighbour” and upon argument and example has 
made non-intervention a laughing-stock and jeopardised 
the vital interests of this country—to say nothing of those 
of other countries, belligerents and neutrals alike. It takes 
two to make good neighbours, to reach agreement, or to 
preserve peace. What has occurred in and about Spain 
during the last few days reveals the second inadmissible 
attempt—the first was stopped by the establishment of the 
Nyon patrol last September—to institute an effective 
blockade of Republican Spain. The terror that lurked be- 
neath the waves last summer and autumn now flies by night 
and day, and for the same illicit purpose: to enable inter- 
vening Powers to impose their will on another country. 

‘To this policy of aggression, which is producing so rapid 
a deterioration in European affairs, the British Government 
must forthwith reply by equally firm demands. If these 
prove unavailing, Britain must unhesitatingly reply by 
acts. We trust His Majesty’s Government will stand solidly 
with the Government of France in doing whatever may 
be necessary to prevent a conquest of Spain by foreign 
Powers. Protests to General Franco have proved fruitless. 
This week’s news has made it crystal clear that unless Ger- 
many and Italy withdraw, General Franco is not, and will 
not be, in control of Spain, however his military campaign 
progresses. There are only two courses open that are con- 
sistent with British interests and the safety of France. One 
is that non-intervention should be made a reality. The 
second is to take other steps to see that intervention is not 
allowed to determine the fate of Spain. 


The Arab World 


HILE the authorities in Downing Street have been 
taking their slow steps to follow up the recom- 
mendations of the Peel Commission, the political tempera- 
ture in Palestine has been steadily rising again. The tech- 
nical commission that is to look more closely into the parti- 
tion scheme which the Peel Commission roughed out is 
now, at last, at work on the ground. But by this time the 
volume of outrages, with their heavy toll of deaths by 
violence, is also rapidly mounting; and the British police 
and troops in Palestine are finding it as hard as ever to 
keep order. 

The latest suggestion for solving this police problem is 
that Palestine should be insulated by a wire fence; and this 
suggestion shows, in a flash, where the crux of the problem 
lies. If Palestine really could be insulated, it ought not to 
be difficult for the armed forces of the British Crown to 
re-establish order in a country no larger than Wales, with 
a population of no more than 1,400,000. The crux, how- 
ever, is just this, that Palestine is impossible to insulate, 
even if we were to hedge it about with a Hindenburg Line 
of live wire. This is impossible because Palestine is a mere 
enclave in the Arab World; and no physical barrier can 
prevent the one million Arabs on the Palestinian side of 
the post-war frontier from feeling and thinking and acting 
in concert with the forty or fifty million Arabs who inhabit 
the vast spaces in the hinterland. 

North and south and cast and west of Palestine the 
Arab world extends; northward to Alexandretta and 
Turkey; eastward to Persia and the Persian Gulf; south- 
ward to Aden and Khartoum; south-westward to Lake 
€had; and westward to the Adantic seaboard of Morocco. 





Throughout this vast expanse the Arabic language is not 
only the universal lingua franca; it is actually the mother- 
tongue of all the present inhabitants of South-Western Asia 
and Northern Africa, apart from a few islands of alien 
speech. Some of these islands are pre-Arabic survivals; 
others are encroachments on what has once been an Arabic 
domain. The principal survivors are the still Berber- 
speaking highlanders of the Algerian Kabylia and of the 
Moroccan Rif and Auas. The principal intruders are three 
groups of European colonists who are all of recent date. 
In the French territories and protectorates in North-West 
Africa there is now a resident population of about one 
million French citizens (of whom a considerable propor- 
tion are of Spanish, Italian and Maltese origin). ‘This 
French citizen body in Africa has come into existence 
since the French made their first landing in Algeria in 
1830. Then in Tunisia, side by side with the local com- 
munity of French citizens in that French protectorate, 
there is a separate and rival community—about 100,000 
strong—of European settlers who are Italian citizens, and 
whose settlement in Tunisia began about the middle of the 
nineteenth century. Finally, in Palestine to-day, there is 
a community of about 400,000 European Jews, the great 
majority of whom have come in since the end of the War. 

In this situation, what are the prospects? Are the recent 
European settlers in the Arabs’ ancient domain going to 
increase and multiply and populate aehitherto Arab earth 
until the Arabs themselves have been pushed out of the 
town into the desert? There are perhaps some Zionists 
who dream of making Hebrew the language of the Levant 
from Tel-Aviv and Haifa to the western edge of the 
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Syrian desert; and there are certainly some Frenchmen 
who dream the similar dream of carrying their own lan- 
guage from Oran and Algiers to the northern edge of the 
Sahara and making new Frenchmen out of any Berbers 
who have not yet been turned into Arabs. Are these Euro- 
pean dreams of expansion at Arab expense sheer fantasies? 
Or are they practical politics? The answer to this question 
depends on the Arab reaction to this European impact. 

What are the omens? Mere community of language 
does not, of course, imply a common social consciousness, 
still less a common will or aim; and up till now the Arabs 
have been at sixes and sevens. Their lack of solidarity is 
signified by the very patchwork of colours on the political 
map. At the present moment there are four Arab countries 
—Saudi Arabia, the Yemen, Iraq and Egypt—that are 
fully sovereign independent States; three Arab countries— 
Syria, the Lebanon and Transjordan—that have come 
within sight of independence; and two—Tunisia and 
Morocco—which have kept the forms of statehood but 
have been reduced to the status of French protectorates. 
Three Arab countries—Palestine, the Sudan and Libya— 
are all being governed de facto as Crown colonies, though 
de jure Palestine is a mandated territory and the Sudan an 
Anglo-Egyptian condominium. Finally, in Algeria there 
are three French departments, administered by préfets 
under the Ministry of the Interior at Paris, which rank as 
integral parts of the metropolitan territory of France. 

The present state of the Arab world is not unlike its 
condition in the time of the Crusades. The war-map itself 
is strikingly similar; for then, as to-day, Palestine and 
Tunisia were the two points at which the European in- 
vaders made their most effective lodgment on Arab ground; 
and then, as now, the deadliness of the danger evoked a 
movement of co-operation which would have seemed in- 
conceivable only a short time back. The Normans were 
cleared out of Tunisia by deliverers from Morocco, and 
Saladin stemmed the Third Crusade by mobilising against 
it the united forces of Syria and Iraq and Egypt. Is history 
likely to repeat itself? There are signs which point that way. 

At the present time the desperate resistance of the small 
and weak Arab population of Palestine to the combined 
forces of Jewry and the British Empire is arousing en- 
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thusiasm and emulation among Arabs far and wide. Sparks 
sent flying from Palestine have already started fires in 
North-West Africa, where anti-Jewish feeling has for long 
been hot. In Algeria, the French citizenship which 
the native Algerian Muslims have not yet acquired was 
conferred upon the native Algerian Jews en masse as long 
ago as 1870; and in Tunisia and Morocco likewise the 
Jews have aroused the jealousy and hostility of their 
Muslim fellow-countrymen by the greater ability which 
they have shown in profiting by the economic oppor- 
tunities which French rule has opened up. In Tunisia and 
Algeria, the Arab now looks at his quarrel with the Jews 
in terms of his fellow Arabs’ struggle with the Zionists in 
Palestine. In Morocco, where Germany looms larger on 
the Arab horizon, the Arab attacks the Jew to the war-cry 
of “ Heil Hitler.” 


Until the other day, the Moroccan lowlands were, of all 
Arab countries, the most isolated and old-fashioned. The 
Atlas and the Rif, with their Berber tribesmen, cut off Arab 
Fez from Arab Tunis. In 1930, however, a violent Arab 
national movement was suddenly conjured up in Morocco 
by a French ordinance, issued in the Sultan’s name, which 
threatened to remove the Moroccan Berbers from the in- 
fluence of the Arabic and Islamic culture and to expose 
them to French influence instead. Ever since then the 
Moroccan Arabs have been on the warpath; and their 
restiveness under French rule has been increased by the 
spectacle of their fellow Moroccans from the Spanish zone 
campaigning in Spain in the footsteps of the ancient 
Muslim conquerors of the Peninsula. In Algeria and 
Tunisia, the native as well as the European element in the 
population has been stirred by the upheaval which has 
been taking place in France since the victory of the 
popular front. And here there is a strange confluence of in- 
fluences which have nothing in common except the quality 
of being disturbing; for the Algerian Muslims are simul- 
taneously being stirred by the Wahabi puritanical reform- 
ing movement from Central Arabia, and the Tunisian 
Muslims by the success of the nationalist movement in 
Egypt. From end to end, the Arab world is thus in fer- 
ment, and we may anxiously speculate on what is likely to 
happen if the pot boils over. 


The Course of Prices 


HE sudden collapse of the boom in primary products 

at the end of March, 1937, provided one of the first 
warnings of the coming recession in world economic 
activity. At first the headlong 
fall in prices was regarded as 
a necessary corrective to the 
inordinate bidding-up of 
quotations which preceded it. 
But the downward movement 
persisted. In examining the 
outlook in The Economist of 
December 4, 1937, we sug- 
gested that it would be rash 
to assume that the decline had 
reached its limit. This view 
has been confirmed by a 
further sharp drop in prices 
this year. The time, therefore, 
is opportune for a re-examina- 
tion of the causes and impli- 
cations of the abrupt reversal 
of the trend in thé spring of 
last year and for an appraisal 
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of the factors likely to influence the future course of prices. 
Recent movements in prices of individual primary 
products have been far from uniform, though the trend 
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for the majority of commodities conforms to a general 
pattern. Before tracing the divergences between individual 
commodities, we may conveniently examine briefly 
the general tendencies at 
work. These are illustrated 
graphically in the accompany- 
ing chart, which shows the 
trend of the world produc- 
tion of industrial raw mate- 
rials and crude foodstuffs, as 
well as of world stocks and 
sterling prices of primary 
products since 1929.* 


1929-38 


* The annual indices of pro- 
duction and the figures for stocks 
at the end of each year are those 
Sd calculated by the League of 
tae Nations. The index of stocks is 
based on twelve industrial raw 
materials and twelve crude food- 
stuffs. The data for stocks relate 
to “ visible’ supplies as distinct 
from “invisible” supplies held 
by consumers. The trend of prices 
is shown on the basis of The 
Economist’s index of seventeen primary products. For the pur- 
pose of comparing the movements of prices in 1929-30 with 
those in 1937-38 we have calculated this index back to January, 
1929. All indices are based on 1929. 
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The diagram illustrates the instability of the prices of 
many primary products, due mainly to the difficulty of 
adjusting supply to demand at short notice. As a result of 
this short-term inelasticity of supplies, stocks invariably 
tend to increase, and prices to fall, during a period of 
declining demand. Conversely, a recovery in demand is 
accompanied by falling stocks and rising prices. Hence the 
close inverse correlation between the movements of stocks 
and prices shown by the diagram. 

These tendencies are well known, but they do not, in 
themselves, explain the violence of the downswing of prices 
during the early phase of economic recession in 1929-30 
and in 1937-38. Nor do they throw much light on the 
violence of the upswing in prices in the winter of 1936-37, 
which had no counterpart in the last phase of the previous 
world recovery movement. The explanation is to be found 
in the lack of synchronisation between consumers’ pur- 
chases and actual consumption. Towards the end of a 
boom, as in 1929, consumers invariably over-estimate their 
future requirements and tend to lay in supplies in excess 
of their actual needs. And if, as in the winter of 1936-37, 
this re-stocking movement by consumers is accentuated by 
the fear of an actual shortage of supplies (which was absent 
in 1928-29), it may develop into a veritable scramble. 
Producers, in turn, confronted with an acceleration of 
purchases, tend to increase production beyond current con- 
sumption. When consumption falls off, however, consumers 
are as anxious to reduce their stocks as they were pre- 
viously to increase them. Consequently, their purchases of 
new supplies tend to fall appreciably below current con- 
sumption. Producers, therefore, are faced with the problem 
of reducing output much more than proportionately to the 
decline in actual consumption. Hitherto, however, produc- 
tion has not shown sufficient elasticity to prevent the rapid 
accumulation of stocks during a period of falling consump- 
tion. Moreover, if, as in the case of wheat, farmers attempt 
to maintain their income by increasing output during 
periods of falling prices, the maladjustment between out- 
put and demand is seriously aggravated. This tendency 
powerfully reinforces the desire of consumers to reduce 
their new purchases to a minimum in the expectation of 
lower prices later on. Hence a violent slump in prices 
occurs in the early stages of economic recession. 

As the diagram shows, the fall in The Economist's index 
of the prices of primary products between the end of 
March, 1937, and the end of last month, amounting to 274 
per cent., has been even more violent than during the 
corresponding period in 1929-30, when the index fell by 
184 per cent. As the fall since the end of March, 1937, was 
preceded by a consumers’ re-stocking movement of greater 
magnitude than eight years ago, its violence is scarcely 
surprising. But it has certainly shattered the widespread 
belief that the existence of output or export control for 
many primary products, and the fact that prices did not 
recover to the level of eight years ago, would prevent prices 
from declining as sharply as they did during the last 
depression. 

The movements of the prices of fourteen individual 
commodities, monthly from January, 1927, are revealed in 
the remaining diagrams which accompany this article. In 
order to bring out proportionate price changes, these 
diagrams have been drawn on a logarithmic-ratio scale. 

A comparison of the price movements of the four non- 
ferrous metals is significant; for two of them (copper and 
tin) are subject to control, while the others (lead and 
spelter) are not. Early in 1937, quotations for lead and 
spelter rose above the highest level reached in 1929, while 
the prices of copper and tin failed to reach that level. All 
four metals rose sharply during the scramble in the winter 
of 1936-37, but the control of copper and tin did not 
prevent their prices from falling sharply in 1937-38 with 
those of Fead and spelter. 
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Similarly, the control of rubber exports did not prevent 
prices from being driven up inordinately during the hectic 
boom of the winter of 1936-37 and from falling abruptly 
during the past fifteen months. The restriction of timber 
shipments by the leading exporting countries has driven 
prices during the intense demand of 1936-37 well above 
the 1929 level. Nor has the fall since then been as violent 
as in the case of certain other commodities. Similarly, the 
price of pig iron was raised well above the level of eight 
years ago; moreover, as a result of the substitution of 
central control for free competition among producers, it 
has so far been possible to maintain prices despite a fall 
in demand accompanied by an increase in stocks. It is 
intended to maintain the prices of forge, foundry, basic and 
hematite pig iron at their current levels until the end of 
1938. 


Of the remaining seven commodities, only wheat 
recovered to the pre-depression level during the boom in 
the winter of 1936-37, when prices rose sharply as a result 
of a short crop. But the anticipation of a harvest in excess 
of requirements during the current year has sharply 
reversed the price trend. The rise in raw cotton prices in 
the winter of 1936-37 was less steep than that of metals, 
for example, but the subsequent fall has been equally steep, 
the downward movement having been accentuated by a 
record crop harvested in the United States last year. More- 
over, the current price of American raw cotton is almost 
as low as in 1931. In the case of raw wool, too, the rise 
of prices was fairly gradual in the winter of 1936-37, 
but prices have since fallen sharply, as the reduction in 
consumption took place at a time when supplies showed 
an increase. 


Although the area sown to jute in India (the main source 
of supply) has been deliberately restricted in recent years, 
the recovery in prices was not very marked. But the absence 
of a more marked recovery did not prevent an appreciable 
fall in prices since last spring. The tea restriction scheme 
has been among the most successful. An inordinate rise in 
prices during recovery, as well as an abrupt decline since 
last spring, has been successfully prevented. Raw sugar 
hardly rose in price before the 1936-37 boom, when 
recovery was reinforced by a restriction scheme. But 
despite the scheme, prices have since suffered a severe set- 
back. Coffee stands in a separate category, and is among 
the few commodities whose prices have fallen appreciably 
below the lowest level of the depression. Persistent efforts 
on the part of the Brazilian Government have failed to 
eliminate the tendency to over-production. 


Despite the severe fall in prices since last spring, which 
has already carried the quotations for many commodities 
with a free market well below the level of the winter of 
1936-37, there is still no conclusive evidence of an early 
reversal of the trend. As the United States consumes a 
large proportion of the world’s output of primary products, 
the trend of prices in coming months will depend, to a 
large extent, on the course of events across the Atlantic. 
Most observers appear to agree that recovery in the United 
States is unlikely to make headway before the autumn—if 
then. Meanwhile, even substantial cuts in new supplies may 
do no more than temporarily avert the downward move- 
ment of prices. Consumers cannot easily be tempted under 
present circumstances to increase their purchases; and that 
condition is essential to a reversal of the downward trend 
of prices. There is some evidence, however, that stocks of 
industrial raw materials in the hands of consumers have 
been substantially reduced in recent months as a result of 
the widespread curtailment of purchases. Moreover, stocks 
in producers’ and merchants’ hands are not yet as unwieldy 
as they were some years ago. Market demand and prices, 
therefore, would now respond more rapidly to an improve- 
ment in consumption than five years ago. 
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Britain’s Future Budgets 


HE task of the British Chancellor of the Exchequer 

in the years that lie ahead will clearly be a thankless 

one, and it is highly desirable that the problems involved 

should be considered in good time. In the Budget Supple- 

ment contained in our issue of April 9th, we endeavoured 

to sketch in outline the scale and trend of British revenue 

and expenditure in the next decade or so, and the diffi- 

culties which this picture brings are more fully examined 

in the memorandum by a group of economists which we 
print on pages 591 to 597. 

Briefly, the authors conclude that we must expect 
expenditure to persist at a figure in the neighbourhood of 
£1,000 millions. It is not likely that the debt charge can 
be further reduced by a significant amount, and though we 
may hope in time for a reduction on defence expenditure, 
it would be taking a very rosy view to anticipate that it 
will fall below £200 millions for a long time to come. Even 
this figure represents a big reduction from the present high 
level, but against this saving we must anticipate that the 
rising tendency of civil expenditure, which has been rapidly 
growing since the beginning of the century, will continue. 

To balance so large a Budget means that there is little 
hope of tax reductions, for, with a stationary or falling 
population, national productivity—and therefore taxable 
capacity—can hardly be expected to grow in the same 
spectacular way as it did during the nineteenth century. 

Moreover, there are numerous features of the present 
situation which were not present a hundred years ago, such 
as the effect of a stationary population on the cyclical move- 
ments of trade; or, to take a problem with a more 
immediate bearing, the situation that will be created when 
re-armament and the resulting diversion of the resources 
of our metallurgical industries come to an end. 

The net effect of this survey is a rather pessimistic one; 
for there can be no quarrelling with the general conclusion 
that the Chancellor’s problem will not solve itself by the 
mere passage of time. It is therefore essential that the issue 
should be studied by the powers that be. For their con- 
sideration the authors of the memorandum have several 
suggestions to make. They are, for example, impressed by 
the difficulty of always balancing the Budget year by year, 
and in order to avoid the effects of restriction in bad times, 
they would like to see the principle established of balancing 
over a considerable number of years—which would mean, 
in effect, budgeting for surpluses in good years and deficits 
in bad. There is, however, an obvious political difficulty in 
resisting the pressure of the taxpayer for relief and per- 
suading him that the surpluses of good years should be 
hoarded to make up the losses of the bad. The authors of 


Topics of 


Parliamentary Conspectus.—On Monday, Parlia- 
ment reassembles after the Whitsun adjournment. 
Mr Chamberlain, who succeeded Earl Baldwin as head 
of the National Government just over twelve months ago, 
has difficult days ahead. Since the New Year, the events 
which led to the resignation first of Mr Eden and then, 
more recently, of Lord Swinton have shown the limits 
within which, to retain his Government’s prestige and 
support in the country, the Prime Minister must set his 
course. Since 1935, when Mr Baldwin (as he then was) 
brought back the National Coalition to Westminster with 
a very substantial majority, the world scene has changed. 
An international armaments race is now in full swing, 
and all parties have recognised the grim need for building 





the memorandum therefore suggest that the desired result 
can be achieved in part by means of extra-budgetary funds, 
such as the Unemployment Fund which collects revenue 
in good years and dispenses it in bad. Again, the authors 
attach great importance to securing, and encouraging the 
public to expect, a lower level of the long-term rate of 
interest. This would help to maintain the volume of capital 
investment, which they fear may otherwise diminish in the 
decades that lie ahead. 

These and other suggestions palliate, but do not solve, the 
main problem, which is that of meeting a steadily rising 
expenditure out of a static revenue. There are three possible 
ways out of the difficulty, namely, reduction of expendi- 
ture, an increase in the proportion of the National Income 
taken by taxation, or the discovery of some means of greatly 
increasing productivity. These possibilities—which are not 
in any way exclusive of one another—raise searching econo- 
mic questions; and there may be, in fact, more hopeful 
possibilities than the authors of the memorandum suggest. 
For example, it is important to bear in mind that a very 
substantial proportion of the increased civil expenditure of 
recent years has been incurred in subsidies to industries of 
various kinds. This means a transfer from the taxpayer’s 
pocket to concerns engaged in forms of production which 
in some cases are notoriously uneconomic. The time may 
come when we may decide that we cannot afford this 
luxury. Again, it has been the policy of the Government 
in recent years to encourage methods of control of in- 
dustry and agriculture, which tend to restrict and limit 
output. This, on a short view, may safeguard profits, 
but in the long run is in grave danger of limiting the 
National Income, on which the nation’s ability to pay its 
way depends. Again, it would not be unreason- 
able to expect that the growth in the wealth of this and 
other nations would be much greater than we have experi- 
enced in recent times, if there were less restriction upon 
international trade. The authors of the memorandum seem 
to think it unlikely that productivity will increase faster 
than in the nineteenth century; but, with the advantages 
brought within our reach by science and invention, there is 
no reason why the pace should not be greatly accelerated if 
we can free ourselves from the economic nationalism 
engendered by suspicion and fear. 

The Budgets of the future will be determined by economic 
progress, and it is towards the problems of economic policy 
as a whole that this portrayal of our Budgetary dilemma 
will direct attention. The authors of the memorandum are 
well aware of that. And it is to be hoped that their work 
will help to stimulate public interest in so vital an issue. 


the Week 


up national power. Yet, the Eden crisis revealed that 
over a wide front, ranging from within the Government’s 
ranks to the extreme Left of British politics, the memory 
of the policy of collective security put before the electors 
by Mr Baldwin in 1935 had not faded. The Government’s 
supporters still hope that Mr Chamberlain’s Anglo-Italian 
Agreement may avert an international clash, while Lord 
Halifax has gained the credit of helping to stay Herr 
Hitler’s hand in Czechoslovakia. But the present impossi- 
bility of bringing the deal with Signor Mussolini to fruition 
leaves the Government’s policy in a state of suspense where 
one false step, one move clearly detrimental to the inter- 
national interests of peace and democracy, would gravely 
endanger Mr Chamberlain’s prestige. 
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If the Government is not appreciably weaker than in 
January, the Opposition has scored some successes. On 
foreign affairs they ask for a foreign policy which does not 
compromise with principle. At home, they support 
the defence programme, but ask that it should be efficiently 
executed. Steady pressure, both within and without 
Government circles, has secured promises and some 
earnest of more adequate deliveries of aircraft and more 
effective development of air-raid defences. Mr Eden’s 
departure was a warning to the Government in its foreign 
policy. Lord Swinton’s resignation followed a widespread 
warning that all was not judged to be well in the field of 
home defence. And there have been secondary disturbances 
since the year began. The impossible task of unscrambling 
the Palestinian omelette has been pursued in surroundings 
of murder and repression. Riots in the West Indies have 
drawn attention to fundamental economic problems in 
the dependent Empire. Among domestic legislative 
projects the Coal Bill has been almost mortally wounded 
by the skilfully deployed opposition of vested interests. 
On the other hand, some useful measures have been 
passed. A harsh Budget has met the present emer- 
gency without seriously alienating the electorate. A 
notable agreement with Eire has been ratified. Bills to 
regulate hire-purchase and road transport wages have won 
popular favour ; and legislation to facilitate the concession 
of holidays with pay is promised. Measures to rehabilitate 
the good name of Britain in a world of base propaganda, 
through the radio and other agencies, have been well- 
devised. In eight bye-elections, the Government groups 
have held three seats, and lost three to Labour, while 
Labour has retained the other two. But in spite of these 
reverses, the Government has lost little ground this 
year, though its position has grown much more 
precarious. The Anglo-American Agreement after a 
propitious beginning to the negotiations has hung fire. 
The promised Bills to reorganise electricity distribution 
and to reform prison conditions have yet to appear. The 
Government may catch up all these loose ends before the 
Session ends in the autumn. But its future almost wholly 
depends upon the part which Britain plays in the course 
of world events during the next few months. 

. + * 


Trade Recession.—Fears that the downward trend 
of business activity is not likely to be halted in the near 
future have been confirmed by the unemployment returns 
of the Ministry of Labour for May (which we discuss in 
detail on page 623). The total number of unemployed on 
the register on May 16th was 1,778,805, of which 1,314,118 
were wholly unemployed. This was 31,041 more than on 
April 4th and 382,000 more (on a comparable basis) than 
the figure for May, 1937. Usually, unemployment falls in 
May. Although the number of workless in that month is 
commonly swollen by a seasonal decline in coal-mining 
activity and the appearance on the labour market of boys 
and girls leaving school without jobs, in most years these 
unfavourable influences are more than counterbalanced by 


increased employment in the summer trades. Last month, 
however, diminished unemployment in building, public 
works contracting, the distributive, hotel and boarding- 
house trades, hosiery, bread and biscuit manufacture, and 
shipping was not sufficient to outweigh the increased num- 
ber of unemployed persons recorded in the export and 
metal trades. It is true that the number of unemployed 
school-leavers, which increased by 10,236 between April 
4th and May 16th, was larger than usual; that frost and 
drought had interfered with farming; and that temporary 
stoppages in coal and cotton swelled the number of work- 
less. Nevertheless, the latest returns, even if these acci- 
dental factors are discounted, bear witness to a distinct 
and growing recession in trade. In a year, unemployment 
in the textile trades has risen by 105,000; in the metal 
trades by 27,810; in engineering by 18,070; in iron and 
steel by 17,710; and in motor, cycle and aircraft manu- 
facture by 11,860. 


” * * 


The majority of consumers’ goods trades are still active. 
Activity in building and public works contracting has been 
surprisingly well maintained, and is little less marked than 
a year ago. Yet the consumers’ goods trades cannot long 
escape the unfavourable repercussions of the slump in the 
export and capital goods industries; and building plans 
approved have declined this year. When the current 
seasonal stimulus in general business has abated, therefore, 
a sharp decline from present levels of activity may be indi- 
cated; and the vitally important constructional trades may 
suffer an appreciable recession. Clearly, the demands of 
the re-armament programme upon industry are proving 
inadequate to sustain the whole structure of business acti- 
vity at a time when wars, diplomatic tension, and falling 
commodity prices are taking their toll of British trade. 


* * * 


Birthday Honours.—The latest Honours List, pub- 
lished to mark the King’s birthday, which was formally 
celebrated on Thursday, is relatively small. The organisa- 
tion of a political party during years of great Parliamen- 
tary strength is no nominal task. Lord Stonehaven, pro- 
moted to a viscountcy, played a notable part between 1931 
and 1936 as Chairman of the Conservative Party Organis- 
ation in removing friction among Conservatives held in 
National bonds. Mr Hacking, the present Chairman of the 
Conservative Party, is made a baronet. Civil servants, very 
properly, are widely honoured. But the most striking (and 
well-deserved) award is the conferment of a barony upon 
Sir Josiah Stamp. Sir Josiah, President of the London, 
Midland and Scottish Railway, member of the Economic 
Advisory Council, director of the Bank of England, and a 
former president of the Institute of Transport, the British 
Association and the Royal Statistical Society, bestrides 
the entire compass of our national economic life. Fittingly 
president of the new Institute for Economic Research, Sir 
Josiah bridges the gap between academic economics and 
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business. Other personages in the world of practical 
economics have been honoured. Mr R. C. Davison, 
authority on unemployment administration, has been 
knighted—for political services. Mr Arthur Reader, 
Deputy Director of Statistics in the Ministry of Labour, re- 
ceives the O.B.E. Lord Weir, who recently withdrew from 
the Air Council, becomes a viscount; and among the minor 
beneficiaries several have played an important part in 
A.R.P. organisation. Sir Arthur Eddington receives the 
Order of Merit. Sir Arthur, by scattering star-dust in 
popular writings, which have startled his pragmatic col- 
leagues and encroached upon the philosopher’s field, has 
added a more general fame to his world reputation as a 
scientist. Arts and letters are under-represented in the 
List. Altogether, the Honours List continues to be no more 
and no less than a mirror of prevailing values in British 
public life. 


* * * 


France and Italy.—Having got Mr Eden out of 
office and an Italo-British agreement concluded on paper, 
Signor Mussolini has lost no time in justifying our former 
Foreign Secretary by differentiating between Italian 
nominal friendliness towards us and undisguised hostility 
towards our ally France. In the Chamber at Paris on the 
2nd of this month, M. Bonnet told the Foreign Affairs 
Committee that, while there has been no contact between 
the French chargé d affaires in Rome and Count Ciano 
since May f7th, he hoped for an early resumption of the 
negotiations for a Franco-Italian agreement on the Anglo- 
Italian pattern. At the same time, he made it clear, once 
again, that the reintroduction of international control along 
the Pyrenees frontier of France was to be conditional upon 
the simultaneous reintroduction of effective control along 
the Portuguese frontier and over seaborne traffic. On the 
same day at Milan, Count Ciano made a speech in which 
he said not a word about the resumption of the Franco- 
Italian negotiations, but boasted of Italy’s “ glorious parti- 
cipation ” in a fight that was being “ victoriously waged ” 
in Spain. His only reference to Franco-Italian relations was, 
though indirect, both unmistakable and offensive. “‘ Nothing 
is more dangerous,” he declared, “‘ than to conclude agree- 
ments which conceal, under ephemeral compromises, 
ambiguities and mental reservations.” On Monday, at the 
Socialist Congress, M. Blum told his audience that if non- 
intervention were made, by agreements, to mean interven- 
tion by certain Powers only, France would take full liberty 
of action. We hope that Mr Chamberlain has been applying 
Count Ciano’s words to the Anglo-Italian agreement, and 
has been taking the moral to heart. On Sunday, bombers 
from Spanish insurgents’ territory went 48 miles into 
France and dropped 18 bombs of 220 Ib. weight—happily 
without damage to life or limb, though with some destruc- 
tion of property. On Monday they were driven off after 
having penetrated only 24 miles, and before they had done 
any bombing. Both raids were the work of nine planes 
flying in formation, and it is difficult to explain them except 
as provocation. The French Air Force has now been given 
orders to attack at sight any foreign aircraft that shows 
itself in French air. “ By gad, sir, Eden was right,” is the 
comment suggested by these latest happenings on the 
Spanish front. 


* * * 


Germans and Slavs.—The attempt to solve 
the Czech-German problem by negotiations between 
Herr Henlein’s deputies and M. Hodza is still dragging 
its slow length along. During the last week, however, 
the Sudeten German Party have simultaneously slowed 
down their demands, and increased their propaganda, 
both from within and without Czechoslovakia. On 
Wednesday it was unofficially reported in Prague that 
the extension of military service from two to three years 
(foreshadowed in our Survey Europe Beyond Germany, 
May 14th, page 351) was being introduced this week. 
Whether this becomes official or not, it is known that 
the Czechs fear a long-drawn-out campaign of nerve- 
racking pressure from Germany, by propaganda, economic 





means and political incidents. Accordingly, Czech 
military preparations, especially at the frontier and now 
as close as fifty kilometres round Prague, together with 
the organisation of the new reservists, are not being 
curtailed. The military authorities are said to attach little 
importance to the withdrawal of German troops about 
thirty kilometres from the frontier, for they point out 
that the German road system would enable concentra- 
tions to take place on the frontier itself within less than an 
hour. The general worsening of the European situation 
this week has naturally been felt in Czechoslovakia. 


* * * 


Czechoslovakia’s relations with Poland and with her 
Southern Slav ally in the Little Entente have this week 
taken a turn for the worse. The Slovak autonomists, 
led by M. Hlinka, have always been supported by certain 
Polish and Hungarian interests. On Whit-Sunday, 
these autonomists held a big meeting in Bratislava, and 
it was hailed by the German and Polish official press 
as a sign that Czechoslovakia was already splitting up. 
The autonomists, however, have only 30 per cent. of the 
votes in Slovakia. Before Poland and Hungary together 
could hope to nip off Slovakia, something like a major 
European conflict would have already broken out. This 
does not, however, prevent Colonel Beck from continuing 
to run with France and hunt with Germany. The position 
of M. Stoyadinovitch, on the other hand, is rapidly 
becoming as dangerous, vis-d-vis Germany, as that of 
Signor Mussolini. After the annexation of Austria, the 
endangering of ‘Trieste—recognised this week by the 
announcement that new Italian subsidies are to be paid 
to compensate the port for its loss of Austrian trade— 
has been paralleled by German penetration of Slovenia. 
For some time Germans have been purchasing property 
in Slovene districts bordering upon Austria, and recently 
the purchases have greatly increased. The two largest 
towns, Maribor (Marburg) and Ljubljana (Laibach) have 
become centres of Nazi influence; and the Slovene 
Minister of the Interior at Belgrade, Father Koroshetz, 
has been driven to make several arrests. His action, 
however, has been hampered by the Government over 
the head of which the German Consul-General, who is 
also the Nazi Gauleiter for Jugoslavia, is said to have 
strong influence. While the Catholic Slovenes feel very 
bitterly against Germany, they are not strong enough to 
oppose German pressure through their narrow corridor 
to the Adriatic if M. Stoyadinovitch and his Government 
do not oppose it. It begins to look as if both Italy and 
Jugoslavia have already given up the attempt to keep 
Germany from the Adriatic, as they both gave up the 
attempt to keep her out of Austria. 


* * * 


Further Disturbances in Jamaica.—The mixture 
of responsible labour agitation with mere lawless violence, 
which has characterised the trouble in Jamaica, has con- 
tinued during the past week. There have been several 
deaths as a result of firing by the police, but there are 
occasions when drastic action, in which the innocent may 
suffer, is necessary if a much greater number of lives is 
to be preserved. The acting Administrator has reported 
that conditions are normal in Kingston, and less difficult 
in the smaller towns than had been expected. An earnest 
of intention to alleviate the lot of the poor people of the 
colony has been given in the announcement, which has 
been well received throughout the island, that £500,000 
would be spent on land settlement. In a debate initiated in 
the House of Lords by Lord Olivier, last week, Lord 
Dufferin declared that, while the economic problem in 
Jamaica was bound up with that of over-population, due 
to the high birth-rate and the closing of outlets for emi- 
gration, it fundamentally turned upon the price obtained 
for the colony’s staple crops. The root cause of discontent, 
he admitted, was the low rate of wages paid, and wages 
could be raised only if the price of sugar were raised. 
Both Lord Dufferin and Lord Harlech defended the inter- 
national sugar agreement, which they claimed had failed 
to ensure a satisfactory price, not by reason of its own 
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defects, but because the general fall of prices had brought 
down sugar prices with it, and because the Sino-Japanese 
war had curtailed Far-Eastern markets. The Government 
were hopeful that further surrenders of quotas would be 
made and would result in a higher price. Until it was 
clear that such efforts had failed, we should honour our 
Signature to the agreement. 


* * * 


National Anthem in South Africa.—On the 
morrow of an election that had manifested the bury- 
ing of South African racial hatchets, a tactless official 
decision provoked an unpleasant exhumation and embit- 
tered inquest. It appears that at certain military celebra- 
tions on Union Day, orders were given for the playing 
of a few bars of “ Die Stem van Zuid Afrika” for the 
General Salute. This in itself was not objectionable, but 
the total omission of “God Save the King” from the 
musical programme naturally enraged many English- 
speaking South Africans. The apparent adoption of “ Die 
Stem” as the Union’s sole and privileged national anthem 
seemed to them a deliberate betrayal of pledges given 

aly a tew weeks before by the Prime Minister, and a 
breach of the understanding on which the General Elec- 
tion had been fought and won. A sharp swing against the 
Government in a provincial by-election in Johannesburg 
showed which way the wind was blowing. Mr Stuttaford, 
Minister of the Interior, tendered his resignation from 
the Cabinet, but withdrew it when an agreed statement 
was issued, undertaking that on all formal occasions, under 
Government auspices, when either “‘ God Save the King ” 
or “ Die Stem” was played, the other would be played 
also. It is to be hoped that this compromise will assuage 
an inflammation that ought never to have been so clumsily 
excited. The lesson of experience in mixed racial com- 
munities in the British Commonwealth is that democratic 
public life is constantly harrowed unless each party recog- 
nises and respects the symbolism of the other. 


* * * 


Congress and the Railroads.—Summer is wearing 
on in Washington, but Congress will scarcely be able to 
adjourn this week-end as had been hoped. Difficulties 
have arisen in an unexpected quarter. Instead of a 
deadlock in the conference between the Senate and 
House of Representatives on the level of the national 
minimum wage to be written into the Wages and Hours 
Bill, agreement on the 25c. per hour national minimum 
was reached on Wednesday. This measure will therefore 
probably pass into law this Session. But a new difficulty 
has been caused by the rapidly worsening situation of 
the railroads. Their plight has rendered measures for 
their capital reorganisation, and for financial accommoda- 
tion in the meantime, both urgent and imperative. 
Measures of both kinds involve examination by the 
Inter-State Commerce Commission, which must certify 
a railroad’s solvency before that railroad can obtain a 
loan from the Reconstruction Finance Corporation, and 
must also pass upon any scheme for capital reconstruction. 
It has long been said that if these measures were not 
quickly pushed through, all but two American railroads 
would have very shortly to suspend all interest payments. 
The railroads in 1937 paid out $1,985,323,363 in all 
forms of wages and salaries ; their employees have fallen 
within twelve months from 1,115,100 to about 960,000 ; 
and the total of unmatured funded debt in the hands of 
the public in 1936 was $11,240,690,928. The problem is 
therefore as much one of national and political as of purely 
economic scope; and both senators and representatives 
of both parties have lately become seriously perturbed 
by the dimensions of the problem. Meanwhile the results 
of another primary election, this time in Iowa, have not 
succeeded in clarifying the issues in American politics; 
both parties’ polls showed evidence of internal and as yet 
unresolved dissension. Politics is coming to hang more 
than. ever on economic conditions in America. 


* * * 


Voices from America.—On June 3rd two authori- 
tative and significant public statements were made on the 
present state of the world and on America’s position and 
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attitude. While Mr Hull was speaking at Nashville, in his 
own state of Tennessee, his Under-Secretary of State, Mr 
Sumner Welles, made a statement at Washington after 
consultation with the President. Mr Hull’s theme was, 
unhappily, as familiar as it was crucial. He spoke of the 
present wave of contempt for international law, justice and 
good faith; and also of the “ scarcely imaginable brutality ” 
with which this new lawlessness is now going to work in 
its use of armed force. He then took up the issues thereby 
presented to the United States, and deprecated, once more, 
the idea that America could effectively meet international 
anarchy by national isolation. This latter policy he stigma- 
tised as a counsel of despair, an admission of defeat, and 
a fruitful source of insecurity. In conclusion, he prophesied 
that the chances of a re-establishment of international law 
and order would largely depend upon the sincerity and 
firmness with which some nations, at least, upheld, in the 
international field, the principles of law, justice, morality 
and co-operation. He expressed a hope that one of these 
nations would be the United States. Mr Hull also declared 
that the United States was prepared to join other countries 
in working once more for the humanising, by common 
agreement, of the rules and practices of war; and this was 
Mr Welles’s subject on the same day at Washington. The 
Under-Secretary denounced the indiscriminate mass- 
bombing of civilians which has been intensified, during the 
past week, in both China and Spain. It will be noticed that 
the American statesmen were speaking on the same day 
and the same subject as Mr Chamberlain in the House of 
Commons; and this Anglo-American consensus is made 
all the more impressive by the fact—which was elicited 
from Mr Welles by a questioner—that there had been no 
pre-arrangement of their respective utterances. It is 
devoutly to be hoped, however, that there will now be 
some concerted action. 





* * * 


The Irish Election.—An unexpected issue has arisen 
in the general election campaign following the announce- 
ment by Mr de Valera that in certain circumstances he 
will seek to abandon proportional representation in favour 
of the former single-seat constituencies. When this change 
was made in Northern Ireland it was deeply resented by 
all shades of nationalist opinion as an attempt to secure 
unfair advantages for the Government party. Nobody, 
indeed, expressed more indignation at the change than some 
of the Irish Ministers, who are now prepared to follow 
Lord Craigavon’s example. The arguments used in favour 
of the abolition of “ P.R.” are that it gives rise to unstable 
government by preventing any party from receiving an 
independent majority and that it puts the Government at 
the mercy of sectional interests. The alliance between 
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Mr de Valera’s party and the Labour Party has 
been dissolved. Relations of bitter hostility have taken 
its place, and it is clear that Mr de Valera has 
no intention of being dictated to by Labour in the 
new Dail. Indeed, intelligent students of politics 
are forecasting that the policy of the Government, 
if returned at the election, will be far more Con- 
servative and economically orthodox than in the past, and 
that the desire for an independent majority is based on the 
fear of being driven too far to the Left in social legislation 
if it is dependent on Labour support. Some commentators 
even prophesy that the Government will be not only Con- 
servative but reactionary, and that the present liberty of 
the trade unions will be severely curtailed. This apparent 
“ swing to the Right” by Mr de Valera will secure him a 
good many votes at the expense of the Cosgrave party, and 
may even give him the clear majority on which he has set 
his heart. In that event, presumably, “ P.R.” would be 
retained. 


* * * 


Engineers in Conference.—Unemployment in engi- 
neering and in motor, cycle and aircraft manufacture 
is still rising. The latest figures go some way to confirm 
the contention of the Amalgamated Engineering Union, 
who have been meeting in conference at Morecambe, 
that there can be no shortage of skilled engineers to 
justify the employers’ request for the dilution of labour 
on urgent armaments work. On the other hand, the 
growing recession in engineering, despite the stimulus 
of Government orders, offers little hope that the A.E.U.’s 
claim for increased wages and a 40-hour week, strongly 
supported by the Conference, can be met in present 
circumstances. The A.E.U. are naturally jealous of 
their craft privileges. At Morecambe, protests against 
dilution by the transfer of unemployed trainees into 
engineering shops and the introduction of women were 
registered ; and a time limit was set upon the Executive’s 
negotiations for higher wages. In politics, the A.E.U. 
stand to the left of official Labour. At Morecambe, 
a resolution to approve the affiliation of the Communist 
Party to the Labour Party was defeated only by a casting 
vote. The A.E.U. are not certain whether their own trade 
union point of view was stated with proper independence 
at Sir Walter Citrine’s recent interview with Mr Chamber- 
lain. Altogether, the Conference suggested that the 
engineers are not convinced of the need to make wide- 
spread concessions of their privileges at the present 
moment. 


* * * 


The I.L.0O.’s New Director.—The International 
Labour Organisation is, by its own international defini- 
tion, a propagandist body. It is an association of 
States which recognise that ‘‘ Conditions of labour exist, 
involving hardship, injustice and privation to large 
numbers of people, and seek to improve these conditions 
by common or international action.” The character of the 
Organisation’s work, moulded by M. Albert Thomas, 
its first Director and a Socialist, has never been partisan, 
but it has always been strongly reformist. Mr John Gilbert 
Winant, promoted from the Assistant Directorship to 
succeed Mr Harold Butler as Director, will carry on this 
tradition. A Republican supporter of President Roosevelt’s 
New Deal in industrial relations, Mr Winant is aptly suited 
to the rdle of medical officer of industrial health, in an 
unfortunately insanitary world, which is the I.L.0.’s 
chief function. Facts speak for themselves from Geneva, 
and the I.L.O.’s collation of information and statistics 
about world labour conditions have more influence in 
the shaping of nations’ industrial policy than much 
propaganda of a more argumentative kind. Mr Winant, 
who was once a school master and held the office of 
Governor of New Hampshire for a record term, will 
strengthen by his tenure of office the United States’ mem- 
bership of the I.L.O. Mr Winant has been three years at 
Geneva, and the experience of his whole public life quali- 
fies him for promotion. 
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Two Wars.—The still undeclared wars in China 
and Spain have flared up to startling heights this week. 
General Franco’s troops have still not attacked in force on 
the Ebro front, but are nibbling down the coast towards 
Valencia—an indication that the war will go on much 
longer than was thought possible a few weeks ago. The 
activity of the insurgents’ foreign bombers has been para- 
mount. On Wednesday they added to their bombings of 
French territory and of British trading vessels a deliberate 
attack on the British-owned harbour and warehouses at 
Gandia, though they were clearly marked by British 
colours; and bombed two British vessels on Thursday, 
killing two more British sailors. The quick dispatch by the 
British Government on Wednesday of a destroyer to inquire 
into the circumstances of the attacks may herald even 
farther-reaching measures in the near future; though small 
warships are of more use against submarines than against 
aircraft. Their presence will, however, force the aerial pirates 
to fly higher than 300 feet, the altitude from which British 
property at Gandia was bombed. 


* * * 


Despite the heavy toll in Spain, the continuous Japanese 
aerial bombardment of Canton this week has been much 
more dastardly and destructive. The city has been subjected 
to over a score of raids in less than 72 hours, resulting in 
the paralysis of municipal services and the destruction of 
foreign hospitals and property. Over 10,000 casualties are 
said to have been inflicted in this centre of Chinese civil 
life during the last two weeks, and the number of killed 
is reported to run into many thousands. As we pointed out 
last week, the Japanese are concentrating on breaking the 
Hankow-Kowloon railway and destroying the morale of the 
Chinese people. But in so doing they have elicited a sharp 
protest from the American Secretary of State on the 
bombing of the American University at Lingan, and evoked 
a spate of cabled protests from British, French, American 
and other doctors and missionaries to their Governments. 
The complete lack of defences at Canton emphasises the 
civilian character of the Japanese objective; and Marshal 
Chiang Kai-shek cannot spare aircraft to defend it now 
that the Japanese thrust along the Lunghai railway towards 
Hankow is being intensified. In both theatres of war 
“ frightfulness ” has now become the prerogative of the 
aggressors. 


* * * 


Expropriation in Mexico.—It was announced 
in Mexico City on Wednesday that the application of 
the 16 foreign-owned oil corporations in Mexico to the 
Federal District Court for an injunction against the 
expropriation of their properties, decreed by the Govern- 
ment on March 20th, had been refused. The companies are 
now appealing to the Supreme Court. The District Court 
very naturally, and in accordance with tradition, could 
scarcely be expected to pass judgment finally upon so im- 
portant a case as long as there was always a Supreme Court 
in the background. Consequently the District Court has 
preferred to hand the unwanted baby over to the higher 
court. In its judgment it says that the Government’s 
action in expropriating the companies was constitutional 
and legal because it concerned a public utility—which 
principle, it says, is recognised by the most progressive 
countries as contributing to public welfare. (Is this a sly 
dig at President Roosevelt’s attack on the American 
utilities; like the dig which the Mexican Government 
allowed itself in reminding the British Government, in 
the last exchange of Notes before the suspension of 
diplomatic relations between their countries, of the non- 
payment of the British war debt to the United States ?) 
The District Court allowed the companies an injunction 
to protect their cash in hand and at the banks, their books 
and their documents, as being private property. All their 
other property and chattels were held to be validly 
expropriated as long as just compensation were paid. 
There is still the rub. How much compensation is to be 
paid? How, where and when? 
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THE LONG-TERM BUDGET PROBLEM 


THE Economist is indebted for the opportunity of publishing this study of the long-term Budget problem to Messrs 
O. T. Falk and Company, on whose initiative it has been prepared. The study is the work of a group consisting of 
Mr O. T. Falk (Chairman), Mr Thomas Balogh, Mr Geoffrey Crowther, Mr N. F. Hall and Mr H. D. Henderson. 

The opinions expressed are those of the authors. 


Introduction 


THe recovery and the exceptional buoyancy of revenue 
which we have enjoyed since 1932, coming after the relief 
afforded by the fall in the debt service, have tended alto- 
gether to obscure the basic problems of the Budget. In the 
last few months, on the other hand, the necessity of further 
increasing re-armament, coupled with the threat of 
economic recession, has suddenly concentrated attention on 
the immediate outlook. 

What is the burden that re-armament will eventually 
cast on our national finances before it is completed? How 
much further taxation must we prepare ourselves to 
shoulder as a consequence ? This memorandum is concerned 
only incidentally with those questions. It attempts, as its 
title indicates, to look further ahead. It may be thought 
that this is a task which might advantageously be deferred 
until the immediate problems have become less acute, and 
until the situation that will confront us later has become 


more clearly defined. Such a view would be natural; yet 
we think it would be mistaken. The questions of financial 
policy that will arise when the present phase of intensive 
re-armament is over are likely to be in many respects more 
difficult even than those of the period immediately ahead; 
and it is important that they should not take us by sur- 
prise. Moreover, the way in which our immediate problems 
are dealt with must necessarily depend largely on the 
assumptions that are made about the long-distance 
outlook. 

The object of this memorandum is to show that the long- 
term problem of the Budget is not only a product of the 
present abnormal re-armament expenditure, but also that 
of achieving, in the conditions of the years to come, 
a balance between social progress and reform on the one 
hand and economic productivity on the other in an indi- 
vidualist capitalist country, democratically controlled. 


I. The General Problem 


1. The fiscal burden left behind by the Great War was 
of such magnitude as to appear disastrous, had it not been 
for the precedent of the period after the Napoleonic Wars. 
The National Debt in 1815 amounted to about £800 
millions, or only about one-tenth of the post-1918 or 
present gross National Debt. But the National Income in 
1815 was considerably less than one-tenth of what it is 
to-day. McCulloch’s estimate for 1837 was only £297 
millions, including the whole of Southern Ireland, and 
though Mr Colin Clark gives reasons for believing that 
figure to be too low for 1837, it may well be too high for 
1815. The present National Income of the United King- 
dom (including only Northern Ireland) is somewhere in 
the neighbourhood of £5,000 millions. Thus, as compared 
with the present, the burden of the National Debt after 
Waterloo represented at least the same, and probably a 
higher, proportion of the National Income, while the fiscal 
machinery available for transferring resources from the 
public to the State was then much less efficient than it has 
since become. Public opinion in the early post-war years 
was heartened by this parallel. We knew that in the nine- 
teenth century the mere passage of time had served steadily 
to lighten a debt burden which at first had appeared to be 
almost crushing. It seemed not unreasonable to hope that 
this experience would be repeated. 


2. There are, however, fundamental differences between 
the position last century and to-day. The decline in the 
oppressive nature of the debt burden in the nineteenth 
century was due only in small degree to the repayment of 
debt and the consequential reduction in the annual debt 
charge. The interest charge, which was £314 millions in 
1817, was still £28 millions thirty years later and £274 
millions sixty years later. 





The reduction in the burden of taxation was due almost 
entirely to the fact that, while the National Income was 
rising very rapidly, the total of the Budget showed very 
little increase. Thus in 1817, when the National Income 
was probably no more than £300 millions, the Budget was 
£55 millions (debt £314 millions; other expenditure £234 
millions). Fifty years later (1867-68), when the National 
Income was nearly £900 millions, the expenditure was 
£71 millions (debt £264 millions, war services £26} 
millions, all other £18 millions). By 1886, when the 
National Income was something like £1,400 millions, the 
Budget amounted to £91 millions, of which the debt took 
£28 millions and all other expenditure £63 millions. Thus, 
while the National income increased about five-fold, the 
debt charge remained stable, other expenditure increased 
in about the ratio 100 : 240 and total expenditure rose in the 
ratio 100: 160. 


A Changed Background 


3. The disappearance of the fiscal problem of 1815 can 
therefore be ascribed to the following factors: — 


(a) The eightfold or tenfold increase in the National 
Income due to— 


(i) the increase in population from 10 
millions (England and Wales) in 18it to 
36 millions in 1911; 


(ii) an increase in average productivity 
per head to something like two and a half 
times what it was at the beginning of the 
period (a compound rate of just under 1.0 
per cent. per annum). 
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(6) The relatively stable total of the expenditure of 
the State itself due to— 


(i) the absence of major wars, which 
enabled expenditure to be covered by 
revenue without increasing the total of the 
debt; 

(ii) the fact that expenditure on non-debt 
service did not increase in proportion to the 
national income. (In fact, it seems to have 
shown no increase at all during the first third 
of the century, to have increased at about 
the same speed as the population for the 
middle period, and to have more than 
doubled in the last thirty years before 1914.) 


In the years to come not all these factors will be present. 

The population has now almost ceased its growth, and 
within another two decades will begin to decline. In 1970, 
which is only a generation ahead, the population of England 
and Wales, at present about 404 millions, will have been 
reduced to between 33,700,000 and 37,300,000, according 
to Dr Enid Charles’ alternative estimates. We can expect 
a continuance of the growth of productivity per head. We 
cannot, however, say how rapid it will be, since it will 
depend on two unknown quantities: the supply of inven- 
tions and technical ingenuity and the policy adopted by 
the community to make them effective; and the degree to 
which potential productive capacity is not wasted, as, for 
example, by unemployment. This latter factor is likely to 
be of the greatest importance; for no advance in technical 
possibilities is of much avail if its fruits are thrown away. 

Unfortunately, there are reasons for apprehending 
that in this respect there have been great changes in our 
present circumstances from those prevailing in the nine- 
teenth century. Then there was an expanding demand for 
the use of capital in providing the rapidly growing popula- 
tion with new capital goods and in the exploitation both 
at home and abroad of the great scientific and commercial 
inventions of the age. To-day the British possibilities 
for overseas investment are much _ reduced, and 
the changing trend of the population will diminish 
the demand for capital required to supply the needs 
in houses and industrial equipment arising from con- 
stantly growing numbers. Thus, while the supply of savings 
is certainly no smaller and probably much greater 
than ever before, the demand for capital at any given 
rate of interest is tending to fall. The natural result will be 
a tendency for savings to run periodically to waste in de- 
pressions. Moreover, when other things are equal, the 
recovery from depression is likely to be slower under condi- 
tions of declining numbers. A condition of redundant pro- 
ductive capacity, having once been reached in any industry, 
is likely to prove more obstinate, when the automatic 
growth in demand arising from the growth in numbers is 
no longer there to help us out of our difficulties. Apart from 
these possibilities of greater unemployment, heavy expendi- 
ture on re-armament is likely to be a factor checking the 
growth of the national real income. All these considerations 
being taken into account, it seems unlikely, if conditions and 
policies do not change profoundly, that we shall experience 
a rate of increase of average productivity higher than | per 
cent. per annum, which is the maximum estimate for the 
smooth expansion of the nineteenth century. The actual 
rate experienced in the next generation may be no more 
than 4 per cent. per annum. 

These figures enable us to fix limits within which the 
National Income of 1970, at to-day’s prices, must lie. 
Assuming the larger estimate for population and a rate of 
increase of productivity of 1 per cent. per annum, a level of 
126 per cent. of the present will be attained. Taking the 
lower estimate for population and a rate of 4 per cent. per 
annum, the National Income for 1970 will be only 973 per 
cent. of what it is to-day. After 1970, it will require either 
a less steep decline of population or a rapid increase of 
productivity, or both, to stop the National Income falling. 

Taxable capacity may be assumed to rise more than in 
proportion to income. But even so, it requires very opti- 
Mistic assumptions to envisage a national revenue, on the 
present scale of taxation, of as much as a quarter larger 
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than the present at any time within the next thirty years. 
The pessimistic assumption is that taxable capacity will 
show no increase on balance, though it may rise in the 
earlier years and then decline. 


Future Expenditure 
4. Is it possible to make any similar prediction, or to 
place limits for prediction, concerning the expenditure side 
of the Budget? Total expenditure in 1938-39, omitting 


Post Office, will be as follows : — 


£ millions 


NN i tect ik wien eueel ‘ 2 

a a 340 

a 405 
1,035 


There is no prospect of any substantial further reduction 
in the debt charge. There is not likely to be any margin 
of revenue for a large sinking fund, and further major 
conversions, though possible, are perhaps not likely. At 
present, we are borrowing heavily for re-armament ex- 
penditure; and for this reason alone, the total of the debt 
is likely to increase. There is, however, one proviso to any 
forecasts of the debt service, namely, that the real burden it 
represents would be reduced pro tanto by any fall in the 
value of money. In this way, a continuous increase of the 
debt of £80 millions per annum could, in theory, other 
things being equal, be offset by a steady rise in prices of 
1 per cent. per annum. But unless we assume that the value 
of money is going to fall more rapidly than the debt is 
increased, it would be rash to forecast any reduction in the 
present real burden of the debt. 


The future of the defence charge cannot be predicted. 
On the one hand, it is the official doctrine that a large part 
of the present expenditure is non-recurring, and it seems 
only reasonable to hope that we shall not for ever re-arm at 
the present rate. On the other hand, technical progress 
tends to increase the scale and therefore the cost of arma- 
ment. Unless international relations become more settled 
than at present we are likely to be spending at least £200 
millions a year on defence for a long time to come. 

The present expenditure on civil services, in round 
figures, is as follows :— 


£ millions 
General administration, tax collection, etc.......... 67 


os oa eau waebodusbecdonses 88 
PN deiscccsecccccissccsceoscssens 05 
I Ba tk ii earns cakes dn euvedsiiacwthe 43 

Labour and unemployment ............ssccseeeseeeees 8] 
Industry, agriculture, roads, etc. ............cseeceees 41 
Contributions to local authorities...................65 54 
Margin for supplementary estimates ............... 10 
449 


The only one of these items that can be counted on to 
decline is present War Pensions. Since the proportion of 
old people, a generation hence, will roughly have doubled, 
any saving on War Pensions may be absorbed by an in- 
crease in the total of Old Age Pensions, irrespective of any 
increase in the low standard of such pensions. There will 
be fewer children; but in practice there is unlikely to be 
much opportunity for reducing the number either of 
schools or of classes, which are the main determinants of 
expense. Moreover, there will be pressure for improve- 
ment of standards. The “ Education and Health” item 
will probably be no smaller than it is now and may well 
be larger. The same applies to “ Labour and Unemploy- 
ment.” Moreover, a declining population will increase the 
difficulties of local authorities in raising revenue by rates, 
so that there will be either a larger contribution from the 
Exchequer or else the direct assumption by the State of 
burdens now borne locally.* Taking the total item by 


* Of course in the very long run a declining population tends 
to reduce the absolute total of social expenditures, but this is no 
help because it is the expenditure per head which matters. ‘This 
tends to increase. 
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item in this way, we are forced to the conclusion that there 
will be a substantial increase in civil expenditure, probably 
sufficient to offset any reduction in defence expenditure. 
And it would be unsafe to rely with any confidence on a 
reduction of the real burden of this category of expendi- 
ture through rising prices, as most items of expenditure 
may be expected to rise, though perhaps after a brief 
interval, in proportion to the rise in prices. 


Thus the most optimistic reasonable assumption about 
total expenditure a generation hence is that it will be no 
more than £1,000 millions (in terms of to-day’s value of 
money). The yield of taxation in 1938-39, which is still 
largely based on the incomes accruing at the highest point 
of the trade cycle, is estimated at £916.6 millions, the total 
revenue at £944 millions. Our most optimistic assumption 
regarding taxable capacity in 1970 was that it would be 
one-quarter larger than to-day. On the basis of present 
taxation the revenue would be about £1,180 millions. 


Basic Assumptions 


5. These calculations are intended to be only the 
roughest indications of the orders of magnitude involved. 
They are sufficient to show that we cannot hope, at best, 
to do more than maintain a balanced Budget with approxi- 
mately our present burden of taxes, and that there is no 
margin for substantial remission.* Moreover, even this 
result depends upon the following assumptions, all of 
which are favourable: — 


(a) That productivity continues to increase at the 
Victorian rate. 


(b) That the total’of expenditure on the Supply Ser- 
vices can be held to the present figure in spite 
of the prospect of international anarchy and 
the many civil burdens that can be clearly 
foreseen. 


(c) That there is no increase in the debt burden— 
more accurately, that there is no greater in- 
crease in the debt burden than is offset by a 
falling value of money. (A rise in the value of 
money would, of course, increase the burden.) 


This is a formidable list of conditions. There is, however, 
one over-riding condition: that there must be a favourable 
balance of prosperous as against depression years in the 
intervening period. If there are long and severe depres- 
sions, we cannot hope to attain the postulated overall rate 
of increase in productivity. Moreover, heavy depression 
will greatly increase the need for expenditure on unem- 
ployment, and probably on other social services as well. 
And finally, a run of depressions will swell the National 
Debt, both because revenue in the depression years will 
tend to fall short of expenditure, and also because there 
will be steady pressure on the Government to borrow for 
public works of various kinds. 

The future of the Budget thus depends very directly 
upon the future of the trade cycle. If we have frequent 
severe depressions, the revenue will not increase at the 
estimated speed, the expenditure will go up, and the 
burden of the National Debt will increase ; and we shall 
face a position a generation hence in which expenditure 
will be considerably higher than at present, while the tax- 
able capacity of the nation is no greater. 


Short Run Policy 


6. Thus there is a Budget problem in the long run 
(thirty years or so) of the greatest seriousness. But the only 
hope of finding a solution for this long run problem lies in 


* This memorandum is confined to the finances of the Central 
Government, but the outlook for the Budgets of Local Authorities 
is equally difficult. ‘Though Local Authorities are not directly 


concerned with armaments expenditure the pressure towards 
increased social services falls largely upon them, while the 
expansion of their revenue is prejudiced by the decline in the 
growth of population. 
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adopting an appropriate policy for the short run emer- 
gency of each depression as it recurs. 


Now in the short run of a depression, the fiscal autho- 
rities will have a very difficult problem on their hands in 
the narrow budgetary sense, even if they repudiate, and are 
allowed by public opinion to abandon, any intention of 
attempting to influence the course of the trade cycle. With 
revenue falling and expenditure rising, they will have great 
difficulty in preserving the long-run equilibrium of the 
Budget, even without deliberate borrowings to finance 
relief works. If, in such conditions, the Budget is to remain 
balanced, or within sight of balance, there will need to be 
both economies in expenditure and increases in taxation 
on the model of 1931. 


But it has been argued above that the long run problem 
will be solved only if depressions are not severe and fre- 
quent. Consequently, even from the narrowly fiscal point 
of view, it would seem essential to take whatever steps 
are necessary to alleviate the severity of depressions when 
they occur. Some may argue that balancing the Budget in 
1931 was, on the whole, a reflationary measure; but it was 
reflationary only because it led to the War Loan conver- 
sion and was accompanied by circumstances which caused 
or greatly assisted recovery. These circumstances were un- 
usual and are unlikely to recur. In general, a policy of 
cutting expenditure and raising taxes will not alleviate but 
deepen a depression, as it did in the gold bloc countries 
between 1931 and 1936. 


Extra-Budgetary Funds—a Suggestion 


7. Thus there seems to be a conflict of policies. One 
of the conditions for successful solution of the long run 
problem was that there should be no increase in the 
National Debt. Another was that there should be no 
severe depressions. But when these conditions are trans- 
lated into practical terms for short run application they 
appear to point towards conflicting policies. The necessity 
for preventing any rise in the debt burden would seem to 
point to balanced Budgets. The necessity for assisting 
economic recovery in every possible way would seem to 
call for unbalanced Budgets. 

The two requirements, however, are not exact opposites. 
The former calls for balanced Budgets on the average of 
good years and bad; the latter for unbalanced Budgets in 
bad years. If there were some means of making quite cer- 
tain of a repayment of debt in good years equal to the 
deficits of the bad years, the conflict would be at least 
partly resolved. The five-year or eight-year Budget has 
frequently been suggested; but it seems to be ruled out by 
the political impossibility, taxes being as high as they are, 
of piling up the necessary big surpluses in good years. 

Nevertheless, something of this nature could be, and is, 
achieved through the intermediary of the various funds that 
are under the control of the State but outside the Budget. 
The clearest case in point is, of course, the Unemployment 
Fund which, in 1937, for example, increased its surplus 
by £21 millions, even after repaying £5 millions of debt. 
In a depression year the Unemployment Fund will draw on 
its balance to meet an excess of expenditure over receipts. 
Thus if the Budget, narrowly so-called, is exactly balanced 
every year, the operations of the Unemployment Fund will 
result in the income of the State exceeding its expenditure 
in good years and vice versa in bad years. Many of the 
other Government funds operate in much the same way, 
though not all of them have such a clear correlation with 
the trade cycle, or involve as large variations as the 
Unemployment Fund. Moreover, the Treasury usually 
accumulates in good years various nest-eggs which can be 
used to abate the difficulties of an awkward budgetary 
position in subsequent years. 


This principle might well be extended further in prin- 
ciple and in practice. The Road Fund, had it not been 
taken into the Budget, might have combined a relatively 
steady income with an expenditure that. was high in bad 
years and low in good years. There might be a works 
fund organised on similar principles to cover the ordinary 
works expenditures of the Government. The principle 
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might even be extended to that part of the burden of 
unemployment that is not carried by the Unemployment 
Fund, since if the one is actuarially calculable, so is the 
other. 








Indispensable Conditions 


It would be very necessary, however, if any such ex- 
tended use of extra-budgetary funds were to be made, with 
the deliberate object of having reserves which could be 
accumulated in good years and drawn upon in bad years, 
to devise a technique by which it could be done without 
disturbance to the capital markets. If these funds invested 
their resources in gilt-edged securities, any draft upon their 
reserves would tend to depress the market for both long- 
term and short-term securities and thus tend to raise the 
rate of interest at a time when it should be lowered. This 
technical problem differs only in scale, and not in kind, 
from the familiar problem of reducing the effect upon the 
markets of the seasonal variation in the revenue and ex- 
penditure of the ordinary annual Budget. It could be solved 
by appropriate policies on the part of the Bank of England 
and the clearing banks. It is essential, however, that public 
opinion should be familiarised in advance with the decision 
to adopt measures of this sort, so that they should not 
cause a crisis of confidence. 

Even an extended use of extra-budgetary funds and 
similar devices is not adequate to solve the problem of 
balancing the Budget during a trade cycle. If there is to 
be an equality on balance between the receipts and the out- 
goings of the State, and if in addition the excess of out- 
goings in bad years is to be large enough to exercise a 
dominating influence on the course of the trade cycle, 
it follows mathematically that these various extra- 


Il. The Budget 


8. So far we have been considering the future problem 
of the Budget in general terms. When, however, the pre- 
sumably non-recurrent part of the re-armament programme 
has been completed, we shall be confronted with a financial 
situation of peculiar difficulty. It is conceivable, of course, 
if international relations continue to deteriorate, that new 
armament requirements will constantly present themselves, 
so that the phase of declining armament expenditure will 
not be reached within any future that is profitable to con- 
template. Obviously, however, such a possibility contains 
no budgetary consolation, and would render a solution of 
the eventual problem extremely difficult, perhaps impos- 
sible, within the limits of the existing economic system. 
If, however, events before too long move in accordance 
with the hopes entertained in 1937, and our total expendi- 
ture on armaments begins to decline from a peak to be 
reached a year or two hence, very difficult issues of 
financial policy will arise. We shall then approach the time 
when, according to all orthodox canons and to official 
expectations, borrowing should cease and expenditure be 
met out of income. This would leave no scope for re- 
missions of taxation or indulgence in further expenditure. 
On the contrary, it is highly improbable that the Budget 
could be made to balance without further taxation. For we 
must reckon with the adverse effects on trade, employment, 
and the level of taxable incomes of the reduction in ex- 

diture on armament previously financed by loans.* 

Nor is that all. If a serious setback to trade ensues, there 
is certain to be a widespread demand that the State should 
endeavour to check the depression and to mitigate the 
resulting unemployment by measures, under such heads 
as public works, as are likely to entail an increase in the 
charges falling on the Exchequer. Public works expendi- 
ture has, of course, been commonly advocated in past 


* The present occurrence of a fairly severe recession of trade 
at a time when armament expenditure is still expanding serves to 
emphasise the reality of this danger. 
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budgetary funds would have to accumulate important sur- 
pluses in good years. It is arguable that such deflation 
in the first good years would nip recovery in the bud 
and defeat the object of the scheme. But, even 
if the plan worked, the existence of large and increasing 
surpluses in the extra-budgetary funds would constitute a 
standing temptation to any Chancellor of the Exchequer. 
Even in good years the budgetary position is not going to 
be as simple as to leave him immune from temptation. 


Effect of Rising Prices 


The extra-budgetary funds are thus, at best, only a 
partial solution of the problem. It is worth mentioning 
once more another way which exists, at least in theory, of 
alleviating it. This is by allowing the burden of the debt, 
expressed in money, to increase, but offsetting it by a 
steady fall in the value of money. A rise in prices is a 
permanent solution only for the debt burden. But it also 
tends to secure some relief from the other burdens on the 
Exchequer—only to the extent, however, that Civil Ser- 
vants, pensioners, social service beneficiaries, etc., can be 
made to submit to a diminution of their real incomes. 
This might be an easy method of imposing cuts. In 
practical terms, however, as distinct from theory, it is 
very difficult to formulate a policy of conscious price- 
raising. The consequences of rising prices are complex and 
not all of them are favourable to economic activity. On the 
whole, it can be said that a gradual rise in the price-level, 
of moderate dimensions, would be welcome. And the prac- 
tical conclusion can be drawn that at least nothing should 
be done to hinder it—still less to depress prices, since a 
rise in the value of money would immensely complicate 
the problem. 


and Re-armament 


periods of depression, while the policy of British Govern- 
ments on this matter has fluctuated from time to time. 
It seems probable, however, that in the next depression the 
demand for large-scale expenditure, either on public works 
or on other objects which it is hoped may stimulate trade, 
will be stronger and more compelling than in the past. 


Demand for Increased Expenditure 


There are three reasons for expecting this: first, the fact 
that Government expenditure upon armaments is now play- 
ing, and for the next year or two is likely to play, so lead- 
ing a part in maintaining economic activity that it 
will offer to a large section of opinion convincing testimony 
of the importance of the influence of Government expendi- 
ture on the ups and downs of trade. It will be widely felt 
as an intolerable paradox if it should turn out that the 
times when we are devoting an enormous proportion of our 
productive resources to the economically wasteful purpose 
of armaments are happier and more prosperous than those 
when armament expenditure is reduced to a more normal 
level. And the argument that it would indicate a 
bankruptcy of economic statesmanship if we cannot utilise 
the released productive resources for constructive purposes 
will be difficult to resist. 

Secondly, the experience of other countries will serve in 
practice, whether rightly or wrongly, to reinforce the argu- 
ments in this direction. Orthodox financial maxims have 
undergone serious discredit throughout a large part of the 
world in the last few years, and the mere fact that other 
governments, such as those of the United States, Germany, 
and Italy, have pursued heterodox financial policies, all 
embodying the feature of large public works expenditure, 
will strengthen the hands of those who demand similar 
policies in this country. 

The third reason may, perhaps, prove the most cogent. 
The industrial situation which is bound to arise when re- 
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armament expenditure is substantially reduced will be in 
some ways exceptionally difficult. At present the industrial 
structure is being distorted by the exigencies of re-arma- 
ment; the productive capacity of many industries, such as 
iron and steel, shipbuilding, and certain branches of engin- 
eering, is being expanded to a level which, apart from 
re-armament, would be greatly in excess of our require- 
ments. When re-armament is at an end, we shall be con- 
fronted accordingly with a problem of industrial demobil- 
isation similar to those which arose after the war; and this 
problem will be the more difficult in that the industries 
in which redundant productive capacity is to be expected 
are largely the constructional industries which tend in any 
case to be the worst sufferers in an industrial depression. 


Contrast with 1931 


In this connection, it is well to appreciate that our re- 
covery from the last depression was greatly assisted by a 
combination of circumstances, none of which is likely to be 
repeated. There was first the latent unsatisfied demand for 
houses, which made possible an immense expansion in the 
capital expenditure of the general public, as soon as favour- 
able conditions as regards the rate of interest, an 
atmosphere of confidence, etc., had been established. The 
trend of our vital statistics forbids the expectation of 
another boom of comparable dimensions in the building of 
dwellings, and it is not easy to imagine another form of 
capital expenditure by private individuals which would 
exert a comparable influence. Secondly, till 1931 Great 
Britain had been an essentially free trade country, import- 
ing considerable and growing quantities of manufactured 
goods. The change from a free trade to a protectionist 
system supplied a stimulus which could not be repeated 
to certain industries. Third, there was the stimulus re- 
sulting from the fall in the exchange value of the pound 
sterling, which was of material advantage in the early 
years of recovery; this again could hardly be repeated. As 
against these considerations there is, it is true, the possi- 
bility that other circumstances may be more favourable to 
recovery than they were after 1931; in particular, that 
opportunities for the expansion of international trade and 
international investment may present themselves. These 
favourable possibilities are, however, speculative and un- 
certain. 


It is, therefore, necessary to reckon with the possibility 
that the economic situation which ensues on a contraction 
of armament expenditure may not lend itself to solution by 
means of the expedients adopted in 1931. On the other 
hand, the situation will not be one in which the adoption 
of extravagantly heterodox policies, such as are often 


Il. 


9. So stated the outlook is, indeed, formidable. Are 
there no means of relief, other than the device of fluctuat- 
ing extra-budgetary funds and quasi-public investment, 
and the questionable expedient of raising the general 
price-level? It may be suggested that one line of policy, 
though by no means sufficient to provide a complete solu- 
tion, nevertheless promises three-fold assistance. This is 
the encouragement of materially lower rates of interest for 
long-term capital. 

There can be no doubt that lower interest rates have 
materially improved the Budget position since 1932, and, 
if interest rates on long- and medium-term capital could 
be permanently established on a lower basis than now pre- 
vails, the Budget would obtain some further direct relief. 
The possibility that a lower level could be established 
might be kept in mind in considering how far it is wise to 
borrow meanwhile at long-term and short-term respec- 
tively. A lower level of interest rates might open out a 
more hopeful prospect of reconciling an increase of public 
capital expenditure with the requirements of a balanced 
Budget. If the long-term rate of interest could be estab- 
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advocated in connection with public works, would be 
appropriate. It is true that there could be no time in which 
local authorities, public utility bodies, etc., could more 
advantageously undertake commercially remunerative or 
otherwise desirable capital schemes which are capable of 
being postponed or speeded up. It is indeed important at 
all times that the possibilities of concentrating work of 
this character in a period of bad trade should be carefully 
surveyed, that plans should be prepared in advance, and 
that the State should be ready to help in every reasonable 
way. But it would be a very different matter in a post re- 
armament slump to pursue a policy designed to press for- 
ward with public works projects which would throw a 
heavy charge on the national Exchequer, and which could 
only be justified by their supposed reaction on the employ- 
ment and industrial situation. 


Public Works—Some Objections 


Such a policy would be exposed to the most serious ob- 
jections on financial grounds. It can hardly be suggested 
that the State should spend indefinitely every year £80 mil- 
lions or more in excess of its revenue. It can hardly be 
supposed that, if it did so, financial confidence would be 
maintained. On the contrary, from the financial stand- 
point, the justification of the present policy of borrowing 
for re-armament is that borrowing will be limited to a very 
few years. To finance public works on a considerable scale 
by revenue raised from additional taxation would do little 
good and might do serious harm to economic activity. 
Except, therefore, in so far as expenditure on public works 
is or can be made financially more or less self-supporting (a 
proviso the importance of which ought carefully to be 
investigated) the policy of compensating for a decline of 
armament expenditure by an expansion and indefinite con- 
tinuance of public works expenditure on anything like an 
equivalent scale would certainly not be compatible with 
even the principle of a balanced Budget. 


The same objection applies to alternative financial 
policies which have been widely advocated in recent years 
and which are likely to be increasingly urged in future, 
e.g. expansion of the social services to improve nutrition or 
the provision of family allowances at the expense of the 
Exchequer. It can be claimed for such proposals that they 
might materially assist the economic situation at some of 
its vulnerable points, notably that they might help to pre- 
vent the recurrence of an undue fall of agricultural prices; 
but they are all exposed to the objection that they would 
aggravate a budgetary problem which in any case is likely 
to be difficult. 


of Policy 


lished in future on a lower basis, there would be many as 
yet largely unbroached forms of useful expenditure which 
could be undertaken on an economic basis by local authori- 
ties and public utility concerns. It would seem desirable 
that this possibility should now be carefully considered. 

Secondly, in so far as there is any tendency to- 
wards deeper depressions now and in the future owing 
to a shortage of opportunities for profitable investment in 
comparison with the volume of savings coming forward, 
a permanent reduction in the rate of interest would 
go some way towards restoring the balance. Whether such 
a reduction would lead to a fall in the volume of savings 
is open to dispute, though we doubt whether it would 
actually lead to an increase. But it is certain that the num- 
ber of openings for investment would be increased. It 
should be noted in this connection that the narrowing of 
the margin between gilt-edged and other long-term interest 
rates is no less important than the lowering of the gilt- 
edged rate itself. 

Finally, lower rates of interest would almost certainly 
promote, or at the very least not impede, that general 











































































596 








THE ECONOMIST 


June 11, 1938 





tendency towards rising prices which we have already noted 
as constituting an assistance to the Budget. 


Lower Long-Term Interest Rates 


But is it possible to secure permanently lower long-term 
interest rates? The general economic considerations set out 
above supply grounds for thinking that at any rate after a 
decline in armament expenditure, this should be fully 
possible. The establishment in practice of lower interest 
rates does not, of course, depend solely on these economic 
considerations. The state of confidence, the expectations in 
the minds of investors and stockbrokers, the need of banks 
to earn money, are influences that carry great weight. 
These difficulties, however, should be regarded not as 
reasons for abandoning hope that interest could be mate- 
rially reduced; but rather as additional reasons for con- 
sidering the problem in good time. It may well be that 
one of the most helpful steps that could now be taken with 
a view to the easing both of the Budgetary and the indus- 
trial problem of the future, would be the steady promotion 
in the City and elsewhere of the idea that interest rates are 
destined to become lower in the future, even than they 
have been in the past. It is important, however, to realise 
that the foregoing argument is concerned with long-term 
interest rates, and with the rate applicable to private as 
well as Government borrowings. The artificial depression 
of discount rates on short-term paper to unremunerative 
leveis is no substitute for lower long-term rates. 


A Budgetary “‘ Breathing Space ”’ 


10. There is another possibility which deserves to be 
considered. We regard the maintenance of the principle of 
a balanced Budget as an essential element of financial 
policy. In general, we are sceptical, as we have already 
indicated, about the practicability of balancing the Budget 
“over a trade cycle” instead of in each particular 
year. But something of this sort will, we believe, be neces- 
sary in the peculiarly difficult period which will follow a 
large reduction in armament expenditure. We shall then 
have an extremely difficult transition to effect, in view of 
the development of redundant productive capacity in the 
arms-serving industries. It is important, therefore, that dur- 
ing the transitional period, financial policy should have re- 
gard to the industrial difficulties. Otherwise a long period of 
depressed trade and heavy unemployment might ensue; 
the resulting decline in the national income might make a 
balanced Budget an unattainable goal. The discontent 
and agitation that would arise would probably lead to 
political changes, entailing a reversal of policy in which 
every principle of financial orthodoxy would be over- 
whelmed. Therefore it is suggested that a reasonable 
breathing-space will be required before revenue and ex- 
penditure are made to balance. If such a breathing-space 
is provided, the eventual results on the Budget are likely 
to be more satisfactory than if a policy of austere tradi- 
tional orthodoxy is pursued, entailing immediately a serious 
deflation of income, and ultimately a reversal of policy. 


Indeed, political exigencies will probably make some 
breathing-space inevitable; and perhaps the most impor- 
tant practical problem is how to reconcile the delay, which 
will be expedient before the Budget is completely balanced, 
with the maintenance of financial confidence. This task 
may, however, be easier than appears at first sight. For, as 
has already been indicated, the hold of orthodox financial 
ideas on public opinion has been greatly weakened by the 
events of recent years; the finances of very few countries 
are to-day in a position which would be regarded as sound 
by nineteenth-century canons; and the investing public 
would be unlikely to be seriously shocked if, when the 
period arrives for a transition to a peace economy, the policy 
of balancing the Budget over a period of years were to be 
frankly avowed. 


What appears likely to be needed in the phase of declin- 
ing armament expenditure is therefore, in spite of all its 





difficulties, something in the nature of a four- or five-year 
financial plan. This would aim at an eventual return to a 
completely balanced Budget, but for a considerable period 
would subordinate financial orthodoxy to the needs of 
industry. This plan might appropriately provide both for 
remission of taxation and for additional expenditure of a 
type likely to be helpful to economic activity in a difficult 
period. 


It is obviously possible that unfavourable international 
developments will prevent this expenditure from falling, 
for a considerable period, to as low a level as is contem- 
plated by our present arrangements. This, however, as has 
already been said, would only aggravate the difficulty of 
the Budget problem, while also aggravating the eventual 
problem of a transition to a peace economy. 


The Longer-Term Outlook 


11. Behind this contingency lies the longer-term problem 
whose outlines have been sketched in the earlier paragraphs. 
The long-term Budgetary problem derives its peculiar 
difficulty from two facts, the implications of which we are 
only just beginning fully to realise. These facts are: — 


(1) that the British national economy is likely very 
soon to cease to be an expanding organism; and 


(2) that the expenditure of the State is showing a 
large increase, whether regarded as expendi- 
ture per head of the population or as a 
percentage of the national income. 


Some secular rise in the productivity of the average indi- 
vidual will continue; but the number of individuals com- 
prising the community will soon be falling at the same or 
an even greater rate. This may mean that the revenues of 
the State, on the present basis of taxation, will soon cease 
to increase. Expenditure, on the other hand, shows no such 
tendency. Indeed, it is difficult to foresee any end to the in- 
crease in its burden. The reasons for the present high level 
of expenditure, and for its increasing tendency, are not 
always accurately understood. The burden of the existing 
National Debt, which has traditionally played the leading 
part in discussions of national expenditure, is now by no 
neans the greatest of the difficulties. The total cost of the 
service of the debt is only about one-fifth of the total expen- 
diture, and its real burden is always susceptible to adjust- 
ment by way of changes in the value of money. 

In the last few years the necessity for re-armament has 
been by far the largest factor in the growth of expenditure. 
Expenditure on defence has more than trebled over the 
last five years; it is still increasing at an extremely rapid 
rate; and it is impossible to forecast its future trend with 
any confidence. This is, of course, by far the most un- 
favourable factor in the immediate financial outlook; and, 
as has already been suggested, it is conceivable, if a condi- 
tion of international tension is prolonged, that the necessi- 
ties of national defence may eventually entail the overthrow 
of our existing economic system. 


Anatomy of Rising Expenditure 


None the less, it would be a mistake to suppose that 
the long-term Budget problem is synonymous with the 
problem of securing a reduction of armament expenditure 
to a manageable level. For even if this object is secured, 
fundamental difficulties will still remain. Expenditure under 
headings other than debt and defence has been increasing 
steadily and, for a long period past, at a rate far larger 
than the rate of growth in the national income. Indeed, 
owing to the successful debt conversion, if we lump together 
expenditure on the debt service and on defence, the com- 
bined expenditure under these heads, which may be said to 
represent the present cost of past and future wars, has not 
increased since 1929 by as much as other expenditure. 
These two items took roughly 104 per cent. of the national 
income in 1929, and even in 1938 only about 114 per cent., 
if calculated on the basis of the Budget estimates, including 
the £90 millions to be borrowed. All other expenditure, 
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however, increased from 7 per cent. in 1929 to over 9 per 
cent. of the national income in 1938. The ratio was as high 
as 10 per cent. in 1932, but some variation between the top 
and the bottom of the trade cycle is only to be expected. 
What is ominous is that, from the top of one cycle to the top 
of the next, although in the intervening period the national 
income has increased with unusual rapidity, the proportion 
of the national income required for the expenditure of the 
State, on matters other than debt and defence, has increased 
by about one-third. Moreover, when one considers the con- 
stituent items of the category one by one, it is difficult to 
foresee any future for this expenditure except one of con- 
tinuous expansion. Thus within a generation it appears 
likely that, in even the most favourable circumstances, we 
shall be faced with the very difficult problem of meeting a 
steadily rising expenditure out of not merely a static 
revenue but a static taxable capacity. 

What are the possible ways of escape from this 
dilemma? 


Ways of Escape 
There appear to be three ways of escape. 


(A) A reduction of the scale of expenditure by the State, 
not merely in the defence departments but over the whole 
field of civil expenditure. 


(B) Appropriation by the State, through the medium of 
taxation or otherwise, of a significantly larger proportion of 
the national income than at present. 

(C) Discovery of some means by which the rate of 
increase in the productivity of the average individual can 
be greatly accelerated. 

These are not exclusive alternatives. But no one of them 
is an easy remedy. It is simple to demand a reduction of 
the scale of expenditure of the State, but very difficult to 
achieve it. Twice since the War, efforts of economy have 
been made. But, after each occasion, expenditure has started 
once more to increase. A permanent reduction would be 
politically a very difficult matter. 

The second possible expedient is the raising in taxation 
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of a significantly larger share of the national income 
without changing the present economic and political struc- 
ture and without prejudicing economic progress. The possi- 
bilities in this direction are limited. 

A large increase in productivity would represent a more 
satisfactory remedy. In recent years this has fallen rather 
under a cloud as an object of economic policy. There has 
been much talk about the dawn of an “ age of plenty,” in 
which it will somehow be possible to increase production 
and leisure at the same time. It might be salutary if it were 
more generally recognised that the greatest possible pro- 
duction of goods and services is, in general, more necessary 
to-day than ever if social progress is to be maintained. Un- 
fortunately, as some of the earlier arguments suggested, 
present economic tendencies are by no means favourable 
to the realisation of this objective. Thus the time may have 
come to re-examine our system of taxation and our 
commercial as well as economic policy, to determine 
whether by amendment we can lessen the restrictions on, 
and increase the incentives to, productive enterprise. 
Earlier in this memorandum we made certain suggestions 
which may also help to achieve this object. 

Obviously it is possible that we may pass through a con- 
siderable interim period in which the problem, like the 
French budgetary problem, will not be solved; but in 
which we, like France, may revolve in the vicious spiral 
of deficits, credit creation, rising prices, social agitation, 
diminishing confidence, restricted capital expenditure, un- 
employment, and again deficits. Yet in the long run, of 
course, the problem must be solved. Therefore we are 
bound to admit the possibility that a time may come when 
some people will begin to consider that the only practicable 
method to increase the national income, and at the same 
time to divert a substantially larger proportion of it into 
the coffers of the State, is the method of the totalitarian 
States. The growth of such a belief represents a real danger 
latent in the present financial and economic outlook. 
Therefore it is incumbent both upon public authorities and 
private persons to concentrate on the possible means of 
escape from our future difficulties by other methods. 





Overseas Correspondence 


From Our Special Correspondents 


United States 


Primaries and Political Prospects 


WASHINGTON, May 25——This is primary time in national 
politics. The omens are giving a confusing prediction of the 
result of the November Congressional election. The first pri- 
mary, to choose the Democratic nominee for the Senate from 
Florida, was turned into a straight fight for the New Deal, 
and was won on this issue by Senator Pepper. This so startled 
Washington, where the belief prevailed that President Roose- 
velt was losing his hold in the country, that some discipline 
was reintroduced into the party, and the Southern insurgents 
dropped their opposition to the President like a hot brick. 

They had bottled up the Labour Standards Bill in the 
House Rules Committee, which meant that it could not come 
to a vote during this session, unless it was pried out of Com- 
mittee by a petition signed by 217 members. Before the 
Florida election’ no one would have accorded such a petition 
a chance. But, after that result, the petition was laid on the 
Speaker’s desk, and the necessary names were signed in the 
record time of three hours. New Dealers became so sanguine 
as to believe they might revive the Government Reorgani- 
sation Bill before the adjournment. 

This elation was considerably tempered, however, by the 
Pennsylvania primaries. Here the situation was muddled by 
the split between the Democratic organisation and the Com- 
mittee for Industrial Organisation. The state machine backed 
a party regular for Governor, and the present Governor Earle 
for the Senate, while the C.I.O. supported Lieutenant 





Governor Kennedy, an official of the United Mine Workers, 
for Governor and Mayor Wilson of Philadelphia for the 
Senate. 

Postmaster General Farley, master-mind of the Democratic 
National Committee, was in a quandary. If the party fought 
Kennedy, it might lose C.I.O. support in other states. If it 
supported the C.I.O. ticket, it would be destroying its own 
state machine. Mr Farley fell back upon the compromise of 
endorsing Kennedy for Governor and Earle for the Senate, 
and urging good Democrats to split their tickets. The advice 
was followed by many thousands, but not enough to nomin- 
ate Mr Kennedy, who lost by 70,000 in a total vote of nearly 
a million. Mr Earle won easily for the Senate.: 

The result was hailed with the utmost satisfaction by Con- 
servative newspapers as a decisive setback for John L. Lewis, 
and his determination to make the C.I.O. into a political 
organisation. In a depression, the C.I.O. is naturally weak, 
and it has lost heavily in public favour during the past year. 
In Pennsylvania, the American Federation of Labour was out 
to beat Kennedy, which made his downfall all the more sig- 
nificant to Conservatives. Even the United Mine Workers 
themselves were not wholeheartedly behind their own candi- 
date, complaining of the heavy levy for political purposes, 
despite their low incomes. 


Republican Hopes and Fears 


Republicans in Pennsylvania held their primaries on the 
same day, and polled a heavier vote than the Democrats, a 
fact which was construed to forecast a return of Pennsyl- 
vania to its old loyalty to the Republican party. The feature 
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of the Republican primary was the decisive defeat of Gifford 
Pinchot, campaigning for another term as Governor as a 
Liberal. 

A closer study of these results has somewhat heartened, the 
Democrats. Mr Pinchot polled 400,000 votes, some of which 
will go to the more liberal Democratic party in November. 
The Republican vote was not much greater than the Demo- 
cratic vote as it was in the primaries of ’36, when Roosevelt 
carried the state. And though the Democratic adherents 
are split, Mr Farley has kept the door open to reconciliation. 

In fact, the Landon Wing of the Republican party is more 
distressed by the result than are the Democrats, for if 
Governor Pinchot could not capture more than a forty per 
cent. following in Pennsylvania, there is little chance of 
the Eastern branch of the party accepting Liberal leader- 
ship. And unless it does (Mr Landon’s followers believe) 
there will be little hope of a heavy Republican gain in 
November. 

The Republicans are complaining bitterly that they are at 
a grossly unfair disadvantage because of the Federal Govern- 
ment’s control over the organisation of relief. Certainly, the 
relief vote goes to the Democrats who provided the relief. 
But the Republicans go further and say that the relief organi- 
sation is itself a political machine as effective as any in the 
old boss-ridden cities. They hold it responsible for the heavy 
New Deal vote in Florida, and predict that it will decide 
many otherwise clese contests this autumn. 

The third primary was in Oregon, where the Administra- 
tion opposed Governor Martin, because of his hostility to 
the C.I.O. and his general conservatism. Mr Martin lost by 
only 6,000 votes, being beaten in the cities. But the outcome 
was another New Deal victory. Still to come is the important 
vote in Kentucky, where the New Dealer, Senator Barkley, is 
in real danger of defeat, and every lure and pressure known 
to the Democratic National Committee is being employed to 
save him. 


Roosevelt’s Chances in November 


If the Pennsylvania result is left aside, the political situa- 
tion is much more favourable to the Roosevelt leadership than 
would have been expected a few months or even weeks ago. 
The fact that the country is in a new major depression had 
been expected to turn public opinion away from the Presi- 
dent. The open revolt against the Government Reorganisation 
Bill dramatised the turning of the tide, and observers in 
Washington were quite sure—and thought the country was 
equally sure—that the New Deal was slipping, and that the 
future belonged to Mr Roosevelt’s opponents. But the 
aountry is not only not sure of this; it actually continues to 
show its preference for Mr Roosevelt. 

This is not to say that the Republicans will not make head- 
way in November. But, to be on the way to power, they must 
win a majority in the House of Representatives, and their 
prospect of doing this is not bright. Of all the political 
barometers in America, the mid-term Congressional election 
has been the most reliable. The party which wins this election 
will probably win the Presidential election two years later. It 
is probable that the Republicans will win fifty more seats in 
the House than they now hold. An optimistic forecast is a 
gain of a hundred seats, which would give a total of 188 seats 
in a House of 435 members. Only a strong revulsion in 
popular feeling could secure the election of the 217 Repub- 
lican representatives needed for a majority, and the primaries, 
so far, however inconclusive they may be, show no such 
revulsion. 

In the past, the party in power during a depression has 
had to pay for it by defeat at the polls. But Mr Roosevelt 
appears to be an exception to the rule, not because the depres- 
sion is not attributed to him, but because voters are afraid 
to be governed by Republicans in hard times. Mr Hoover 
drilled it into them that relief was no function of the Federal 
Government, and the Republicans in Congress still talk of 
handing back relief to the states—which voters know means 
reducing relief in most cases. 

The relief policy is one of Mr Roosevelt’s greatest assets. 
Another is the Republicans’ continued want of leadership and 
a constructive programme. Mr Landon continues to press for 
liberalisation. Mr Hoover, in every address, demonstrates that 
he has not advanced with the times; and neither leader con- 
yerts the other. Most Republican spokesmen are sure that 
prosperity will be restored simply by getting Mr Roosevelt 
out of the White House. That is, they are content to go back 
to the Harding-Coolidge-Hoover dogmas. If this is the alter- 
native they present to voters in November they will learn, as 
in 1932 and 1936, that the electorate is not yearning for 
escape into the past. 
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Business and Taxation 


New Yorx, May 31.——Ever since the convening of the 
special session of Congress, last November, the business and 
financial community has looked upon tax revision as a 
brazen serpent to be erected in the wilderness of depression. 
The undistributed profits tax caused real hardship to certain 
categories of corporations, especially to those for one reason 
or another rather weak. It constituted, at the time 
of its passage, no hardship to strong corporations or to 
industries with steady earnings or only slightly affected by 
cyclical fluctuations. 

Events subsequent to its passage, however, increased the 
number of “weak” corporations, and the violence of the 
decline in 1937 affected many corporations more adversely 
than one would have expected at the time the Act was 
passed. Furthermore, since the passage of the Act (as before), 
the market for capital issues has been almost exclusively 
limited to refunding operations; and the theory of the undis- 
tributed profits tax presupposed a receptive capital market. 

The other item of tax reform on which great hopes were 
placed was the capital gains tax. Formerly, capital gains 
(i.e. profits arising from the sale of property held for more 
than two years) were taxed at a flat rate of 124 per cent. 
Profits arising from the sale of property held for less than 
two years were charged with the appropriate rate of income 
tax; and capital losses could be deducted from general in- 
come, After 1934, only capital losses up to $2,000 could be 
deducted from income; and capital gains were taxed at 
income rates, but on a sliding scale. 

Since the institution of this tax, there has been an absence 
of new capital flowing into industry; and an almost complete 
absence of equity capital. Rightly or wrongly, this serious 
state of affairs has been largely attributed to the effects of 
the capital gains tax. Together, the capital gains tax and the 
undistributed profits tax had come to share, in business and 
financial circles, a large measure of responsibility for the 
present depression. The prospect of tax reform has therefore 
become, during the last six months, one of the most impor- 
tant reasons given for the hope that our economy will recover 
from its present grave distress. 


The Proposed Reforms 


The Tax Act of 1938 is actually a compromise reached in 
joint conference between two very different Tax Bills pre- 
sented by the House and the Senate. The compromise Bill 
passed both Chambers by very large majorities, and was sent 
to the President for signature, for veto with reasons, or for 
acquiescence. A Bill passed by Congress becomes law without 
Presidential signature within ten days of its formal passage 
if Congress is in session. If Congress is not in session on the 
tenth day, the withholding of the President’s signature con- 
stitutes a so-called “‘ pocket veto.” The Tax Act of 1938 has 
become law without Presidential signature, and against 
specific Executive objections. 

The result has been accepted without enthusiasm. The 
modification of the undistributed profits tax has mitigated 
its punitive features, and affords a measure of relief for small 
or weak corporations. It is extremely difficult to measure the 
effects of the alteration in the capital gains tax. Persons taxed 
at rates of between 15 and 20 per cent. have lost the right to 
deduct $2,000 of capital losses from general income; but 
they have gained the right to carry over capital losses to be 
set off against capital gains, if any, in the ensuing year. 

Persohs above the 15-20 per cent. bracket can apply the 
rate of 20 per cent. on sales made after 18 months from 
acquisition and 15 per cent. on sales made two years after 
acquisition. This, however, is only the approximate rate 
applicable to transactions completed after five years under 
the old Act. In short, the new Act reduces the rate of tax 
applicable to persons in the relatively high income grades 
on profits derived from property held for more than two 
years and less than five years. 

The object of the reform is to release a flow of capital, 
especially of equity capital, into enterprise. Whether the 
reason for the stoppage of this flow was the capital gains 
tax is disputable. Whether the changes adopted are in them- 
selves likely to release such a flow is problematical. At any 
rate, the Tax Act has gone some way to meet the wishes of 
the business community. Meanwhile, it is possible that the 
Act may be materially altered in the near future, since the 
President has given notice that he intends to seek a revision 
of the Act in the next session of Congress. 


No Recovery in April 


The .Federal Reserve Board’s indices of business activity 
for April are now available. The chief movements are shown 
in the table on the next page. 
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BUSINESS INDICES 
1923-5=100. Adjusted for Seasonal 


April, March, April, 
1937 1938 1938* 
Industrial production (total) ....... 118 79 77 
BERREIINE fisn vias <asesesccrnaeses 118 75 73 
SEY Siheadenncadcinksiihaite vente 115 103 100 
Construction contracts (total) ...... 53 46 47 
i RR a 44 33 36 
EN dinscesdhoseuthasnionsesipe 61 56 56 
Factory employment (total) ........ 101-6 81-6 79°2 
PIE Soccixcvevcoscvciescdees 97-4 72:3 69-2 
Non-durable goods .......scceeeeees 106-2 91-6 89-9 
Factory payrolls (total) .............. 104-9 73°3 70-5 
I tis vcsndivenaeesenses 106°4 63-8 61-7 
Non-durable goods ........0sceceees 102-9 85°3 81:8 
Freight car loadings ..........secesers 79 57 55 
Department store sales .............. 89 77 86 
Department store stocks............. 79 71 71 


* Preliminary. 


Although the level of activity in April was lower than in 
March, and indeed lower than in any month during the first 
quarter of the year, the decline was not sufficiently pro- 
nounced to indicate any change of the general pattern of busi- 
ness in recent months. The fragmentary data already avail- 
able for May suggest that activity has fallen since April. 

To say that these phenomena are disappointing to a com- 
munity that had hoped for a seasonal upturn would be 
putting it mildly; but it should not be forgotten that there 
are more or less compensating seasonal factors in out-door 
industries, which, except for building, do not figure notice- 
ably in the statistics. Residential building rose in April 
compared with March by more than was seasonally expected; 
and while it is still below a year ago, building activity is 
the most vigorous element in our economy. 





France 


Socialists Approve Government’s Policy 


Paris, June 9.-—-The Socialist Congress at Royan, after 
the revolt of its Left extremists (the Pivertistes), carried by 
4,872 votes to 3,165 M. Blum’s resolution declaring that the 
maintenance of the Daladier Cabinet was in the interests of 
the Popular Front. In outline, the resolution endorsed 
M. Daladier’s foreign policy and approved the rejection of 
ideological warfare and the maintenance of world peace even 
by co-operation with totalitarian States. On the other hand, 
criticism was levelled at the Government’s domestic policy 
in economic matters. This decision can be explained by two 
circumstances: the fear of a Government crisis at a time of 
great tension abroad; and the growing discord among the 
members of the Popular Front. 

The Socialists’ attitude towards foreign policy affords 
fresh backing to the Cabinet. Their reservations about 
economic policy do not present any imminent threat, since 
the Socialists themselves confess that their programme of 
action is no longer adequate. The elaboration of a new social 
programme after the quick execution of the first, and at a 
time two years distant from the next elections, will be much 
more difficult than it was in 1936. And the decisive factor 
is likely to be the actual course of economic events. 


The Economic Outlook 


The Minister of Economics recently announced that the 
import surplus had declined from £50 millions during the 
first four months of 1937 to £30 millions in 1938. Specula- 
tive buying of raw materials has ceased, the spread between 
French and world prices has been diminished to France’s 
advantage, and the application of the forty-hour week has 
been relaxed. Public sentiment is certainly better than for 
many years, and capital is seeking new outlets for invest- 
ment. But time is indispensable for any comprehensive 
return of confidence. 

The third batch of decree-laws will be published in a few 
days, before the end of this very short session of Parliament. 
These measures will entail provision for the development 
of electricity plants, closer control of insurance companies 
and probably some revision of social insurance schemes. 
They may include the much-sought-after pensions for aged 
workers, on condition that labour’s working hours are in- 
creased from 2,000 to 2,020 a year. Other items of social 
expenditure have been demanded by the Communists, which 


would have involved a sum of some 7-8,000 million francs a 
year, but they have been rejected by the Cabinet. A moderate 
increase in the wages of public servants will, however, be 
conceded. 

This calm session has thrown into relief the confusion of 
the Left and the determination of the Cabinet. The foreign 
situation has become easier; and the markets would have 
been favourably influenced had not world economic recession 
led to a further decline in French industrial production. 

Coal output in April was 4,125,427 tons for 22.5 working 
days, against 4,378,992 tons in March for 24.1 working days 
and 3,991,159 tons in April, 1937, for 22.8 working days. 
Average daily production in April was thus 182,862 tons, 
against 181,544 tons in the preceding month. The number of 
men employed was 248,136 at the end of April, against 
246,964 at the end of March and 237,187 at the end of 
April, 1937. 

The receipts of the Société Nationale des Chemins de Fer 
for the first twenty weeks of the year were 29.12 per cent. 
higher than in the same period of 1937: — 


1937 
(first 20 weeks) 
Frs. 4,039,359,000 


1938 
(first 20 weeks) 
Frs. 5,219,818,000 


Increase 
Frs. 1,180,459,000 


During the twenty-first week, loaded waggons numbered 
280,341, against 33,413 in the corresponding week of 1937; 
and since the beginning of the year they have numbered 
6,334,463, against 6,826,636 in the same period of last year. 
During the week ended May 28th, the total number of un- 
employed persons was 380,826, against 384,939 on May 2\st 
and 345,503 a year ago. 





Germ any 


The Absorption of Austria 


BERLIN, June 7.——Austria’s railways were put directly under 
the Reich Minister of Communications on June Ist, certain 
powers being left to the Vienna Government. The Austrian 
Labour Offices have been incorporated in the Reich Board 
for Labour Exchanges and Unemployment Insurance. 
Austrian employees, like those in the Reich, will henceforth 
carry a “work book”; and in general Reich laws and 
ordinances concerning employment agencies, the local 
distribution of labour, occupational advice and apprentice- 
ship will apply to Austria. The Minister of Economics has 
decreed that permits for Jewish emigrants to take bank 
balances out of the country will no longer be granted. 

The following data have been privately compiled of 
Austria’s textile position and foreign trade. Cotton constitutes 
80 per cent. of the raw materials consumed in Austria 
against 53 per cent. in the old Reich; wool, 11 per cent, 
against 16 per cent.; and cell-wool and rayon 5 per cent. 
against 224 per cent. Textiles represent 21 per cent. of total 
Austrian imports, and 18 per cent. of total exports. Of cotton 
yarn exports in 1937, 61 per cent. went to Roumania and 
nearly 20 per cent. to Jugoslavia. 

It has been officially intimated that Austria’s textile 
exports must be increased to secure a greater supply of 
foreign exchange. Unofficially, it has been stated that certain 
Austrian textile requirements (in particular of cloth), which 
have previously been supplied from Italy, Czechoslovakia 
and England, can in future be met by the Reich. Steps have 
already been taken to increase cell-wool production in 
Austria. 
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Increased Industrial Employment 


Bankruptcies in May numbered 154 against 178 in May, 
1937. Goods traffic on the railways in April was 2-7 per cent. 
greater than in April, 1937. The number of hours worked in 
industry in April was 18-4 per cent. greater than in April, 
1937. Compared with March, the increase in employment 
was almost entirely in the production goods and auto- 
mobile industries. Activity in iron and other metals 
increased considerably, while in the textile industry there 
was no change. There has been some improvement in the 
domestic supply of steel, but the demand of those consumers 
who have not priority in rationing is not being fully met. 

In April, German exports of heavy iron and steel fell very 
sharply. The recent stagnation in foreign markets for steel 
is attributed to uncertainty about the prolongation of the 
International Cartel, and American and Swedish price- 
cutting is mentioned. Not only the Opel, but also other 
motor-car manufacturing companies report a rapid increase 
in exports during 1937. The Daimler-Benz company’s exports 
of private cars rose 50 per cent., and of commercial vehicles 
100 per cent. The Cologne Ford Company’s exports 
amounted to about 25 per cent. of its output. The organised 
motor-car industry, it is stated, considers that one-third of 
its output ought to be exported, and lays stress on the 
importance of this trade in the securing of foreign exchange. 

The question debated in the English Press whether a 
** subsidy ” is being paid on motor-car exports from Germany, 
or only a sum sufficient to compensate for the devaluation 
of foreign currencies, is a mere matter of definition. The 
whole system usually called export-subsidising, of which the 
most prominent feature was Dr Schacht’s levy on turnover, 
was from the first officially justified on the ground that the 
devaluations made it impossible for Germany otherwise to 
compete. 

Pessimistic Trade Prospects 


The foreign trade outlook is discussed pessimistically. 
Most stress is laid upon the continued fall in prices of raw 
materials and foodstuffs, which (says the Institute for Trade 
Research) has now gone far beyond a reaction from the 
previous advance in prices. The fall in prices during the 
fifteen months since it began early in 1937 is almost as great 
as that of the first fifteen months after the collapse of 1929, 
and in certain details it resembles the experience of eight 
years ago. In view of the outlook for crops and the magnitude 
of stocks held in leading consumer countries, any recovery 
in cereal prices is not (it is added) to be expected, and 
pressure on raw material prices will probably increase. 
Despite the resemblance to 1929, it is not likely (says the 
Institute) that the next three years will resemble 1930-33. 
A relatively slight stimulus might restore prosperity. 

A leading woollen manufacturing company predicts that 
exports of woollen goods in 1938 will be only half those 
recorded in 1937. It is reported that Brazil has suspended 
deliveries of cotton to the Reich, alleging that the goods 
have been resold at higher prices for foreign exchange or 
gold. This is surprising, because the trade returns show that 
Germany in 1937 was herself paying much higher prices 
for inferior Brazilian cotton than for superior North 
American cotton. 

The foreign trade returns for the first quarter of this year 
show a sharp drop in the proportion of imports taken from 
Europe and a corresponding rise in imports from overseas, 
and in particular from America. The distribution of exports 
changed little. Sales to Asia declined and sales to America 
increased. Some 54-9 per cent. of imports were European, 
and 44.8 per cent. came from overseas. Of exports 68.6 per 
cent. were sold to Europe and 31-3 per cent. to countries 
overseas. 





Bel gium 
The New Government 


Louvain, May 24.——Public opinion in other countries 
was surprised that the question of M. van Zeeland’s return to 
public office did not arise after the fall of the Janson Govern- 
ment. M. van Zeeland, however, cannot take any active part 
in politics until the judicial inquiry into the direction and 
management of the National Bank has been completed. The 
results of this investigation will probably be issued in the 
course of the next few weeks; and it is said that they will be 
wholly in M. van Zeeland’s favour. 

The advent of M. Spaak as Prime Minister was an im- 
portant event. Never before had the country been under the 
direction of a Socialist. M. Spaak, who is a descendant of a 
Liberal statesman, was at first very radical, but has now be- 
eome a Socialist sort of Nationalist. In his statement of 


policy to Parliament, he repudiated the class war. Since he 
took office, he has been realistic in his policy, and his sup- 
porters are drawn from several parties. 


France and Belgium 


The Belgian Cabinet crisis coincided with a further de- 
valuation of the French franc. A monetary crisis followed in 
Belgium, caused by the withdrawal of foreign capital and the 
commercial operations of Belgian importers in foreign ex- 
changes. This situation was aggravated by some exports of 
capital and by uncovered operations by sellers. 

Actually, there is no real link between the Belgian and 
the French economies. France only buys 8 per cent. of the 
exports of Belgian manufactured goods, while the sterling 
countries, including the United States of America, take 
41 per cent. So far, too, no commercial crisis due to French 
competition has occurred. Nevertheless, because of a law 
passed last year to tax the so-called profits arising from the 
devaluation of 1935, the public took precautionary measures. 
In consequence, gold flooded away from the Central Bank. 
The gold reserve, however, was excessively large. The 
National Bank granted only a moderate amount of re- 
discounts and advances; and the movement took place with- 
out any danger. 

It has nevertheless been necessary to increase the discount 
rate. The Belgians are specialists in foreign exchange dealings, 
and it is necessary to prevent people from borrowing money 
in order to buy foreign exchange. Credit restrictions have 
been abandoned and trade can secure all the credit it de- 
mands; but the banks refuse to satisfy the demands of a 
speculative order. 


Improved Financial Outlook 


The new Minister of Finance, M. Gérard, a financial ex- 
pert, contributed to the success of the first van Zeeland 
Government and, in 1936, left an easy legacy to M. de Man. 
since business was good at that moment. His task is not as 
easy now as it was in 1935, The Budget deficit was originally 
estimated at 2,000 million francs. This figure, however, in- 
cluded expenditure which had not actually been voted, but 
was only anticipated. In addition, the short-fall in taxation 
revenue compared with estimates is likely to be less impor- 
tant than was then expected. 

The Government is certain to secure the immediate pass- 
ing of bills to produce a revenue of 800 to 900 million francs 
per year. The deficit which will remain after these measures 
have been enacted and after expenditure has been curtailed, 
will amount to 350 million francs. On a Budget of 10,000 
millions such a deficit is not at all dangerous. 

The main topic of discussion, however, is the course which 
the Belgian economy is likely to take during the next months. 
If a further decline occurs, the financial deficit will naturally 
be augmented, while if conditions improve a sensible im- 
provement in the financial situation may be foreseen. Busi- 
ness activity is running at a low level, but no deterioration 
has recently been registered. Since the beginning of 1938, 
activity has been practically stable, except in coal-mining, 
where the situation has become definitely worse. The 
prospects of the textile industry has slightly improved. In 
metallurgy, orders are a little more numerous than at the 
beginning of the year. 


Finland 
Increased Revenue and Expenditure 
HeELSINGFORS, May 23.——-Both revenue and expenditure in- 
creased considerably during 1937. The increase was made 
more pronounced by the inclusion of 625 million marks 


partly as capital revenue and partly as a transfer to the 
Budget Equalisation Fund. 




















1935 1936 1937 
Revenue : Mill. mk. Mill. mk. Mill. mk, 
Current revenue .............. 3,482-2 3,725°2 4,315-°6 
DN IEE bc adsnvesceesecens 860-0 900-0 845-7 
Other capital revenue ...... 217:2 245:1 823-2 
MUNN” Xasagthadcsukenctcuxs 4,559-4 9,870:'3 5,984°5 
Expenditure : 
Current expenditure ......... 2,872-7 2,983 -6 3,557 -1 
Redemption of loans ......... 815-3 915-0 623-3 
Transfer to the Budget 
Equalisation Fund......... 65-0 31-0 709-7 
Other capital expenditure ... 780°5 932-0 1,008 -0 
NES ns akiebiisdievd. cust 4,533°5 4,861:6 5,898-1 








Ir scsasatonnitnssx<d 25-9 8-7 86-4 
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The increase in current revenue amounted to 590.4 million 
marks, including 123.7 millions from income and property 
tax, 102.0 millions from Customs, 77.3 millions from excise, 
77.1 millions (net revenue) from the State Railways and 75.6 
millions (net) from the State forests. 


Recovery in Production 


Industrial production, which had shown a tendency to fall 
during the last quarter of 1937, further increased during the 
first quarter of this year. This is shown by the following 
index numbers (1926 = 100). 


Volume of Value of 
Industrial Industrial 
Production Production 
Ist quarter of 1936 ...,... 161 138 
lst PEP sccces 181 181 
4th oi 178 194 
Ist ” SOG” - sesves 187 196 


There was an increase in output in all the principal 
branches of industry with the exception of the sawmill in- 
dustry, in which activity fell off owing to the weak state 
of the timber market, Building activity continues unabated. 
The decline in the number of plans approved, however, sug- 
gests that some decline is likely. 

During the first four months of this year, foreign trade 
has been even more active than last year. The April figures 
of volume, however, suggest that the peak has been passed. 
It is especially noticeable that exports of paper, cardboard, 
cellulose and mechanical pulp are considerably lower than 
last year in consequence of declining demand. In imports, 
too, the April figures reveal a falling tendency, e.g. in metals 
and raw materials. 


Surplus of Imports 


The balance of trade, usually negative during the winter 
and spring, has shown a surplus of imports amounting to 
557.0 million marks during January-April, against 462.9 
millions in the same months of last year and only 103.7 
millions in 1936, During April, however, the surplus of im- 
ports, at 154.6 millions, was slightly less than it was in 
April last year, 225.6 millions. 

The level of prices is gradually falling. The index of 
wholesale prices has declined from 102 in January to 99 
in April. The fall in the indices of import and export 
prices is appreciably larger; the former has fallen 6 points to 
97, the latter 10 points to 102. The index of export prices 
does not refer to the paper and pulp products which are 
being exported at present; these were sold last year at the 
higher prices then ruling. 

There has been a marked demand for credit. Owing to the 
plentiful accumulation of funds the banks have been able to 
satisfy it with ease, On the other hand, the foreign exchange 
position of the joint stock banks has been weakened by the 
large surplus of imports. The net foreign balance, which 
amounted to 306.5 million marks at the end of February, 
was reduced in March by 31.3 and in April by 129.5 million 
marks. At the end of April it amounted to 145.7 million 
marks, compared with 241.3 millions a year ago. 

The large demand for credit is also shown by the rise in 
the credits granted by the Bank of Finland. These increased 
by 124.4 millions in March, by 70.4 millions in April and in 
the first half of May by another 30.0 millions. The credits 
granted by the bank amounted to 1,556.6 million marks and 
were considerably larger than in previous years. At the same 
time, the bank’s reserve of foreign currency was also appre- 
ciably higher than last year. 





Italy 


Financial Deficits 


TuRIN, May 22.——The Finance Minister’s Budget Speech 
and the report of the Governor of the Bank of Italy enable 
us to form a fairly complete picture of the financial and 
monetary situation. The expenditure on Abyssinia and excep- 
tional defence requirements amounted to 975 million lire in 
1934-35, 11,136 million lire in 1935-36, 17,519 million lire 
in 1936-37, and 9,000 million lire (estimated) in 1937-38. 
The deficits on the State Budgets in this period did not tally 
exactly with these figures. Sometimes the ordinary Budgets 
showed surpluses, sometimes deficits: in 1936-37, for in- 
stance, the total deficit was 16,230 millions, and in 1937-38 
the total deficit was estimated at 12,000 millions. The total 
sum for which extra-revenue means were required during 
the three fiscal years from July 1, 1934, to June 30, 1937, 





and the first nine months of the current fiscal year, 1937-38, 
may be estimated at about 36,000 million lire. 

The chief disclosed ways and means whereby these deficits 
were covered were as follows. Some 5,885.8 million lire of 
34 per cent. redeemable stock was converted into 5 per cent. 
consols. This did not increase the public debt, since the 
nominal capital was not increased. New 5 per cent. consols 
to the value of 950.1 million lire were issued. A compulsory 
5 per cent. redeemable loan brought in, up to March 31, 
1938, some 7,004 million lire. Whether this sum ought to be 
included in the public debt is an open question. For a por- 
tion, amounting to 1,301 million lire, no securities were 
issued, taxpayers preferring to pay cash and free themselves 
from the obligation of subscribing to the loan. For the rest, 
subscribers are nominally State creditors; but, since they also 
pay an annual tax equivalent to interest and redemption on 
the loan, the transaction does not involve any additional 
burden on the Exchequer. 

Ordinary one-year 5 per cent. Treasury bills, amounting 
to 8,937 million lire, have also been issued; and, between 
July 1, 1934, and March 31, 1938, advances from the Cassa 
Depositi e Prestiti increased by 6,507 million lire. These five 
items amount to about 29,300 million lire. The balance of 
some 7,000 millions was obtained from the sale of foreign 
securities compulsorily handed over to the Treasury; and by 
the issue of special 4 per cent. Treasury bonds and 10-lire 
State notes. 

In addition to these measures to cover the deficits the 
market was called upon to satisfy other public demands for 
capital. According to the Finance Minister’s estimate, some 
6,700 million lire were required for land reclamation, electri- 
fication of the State railway, land improvement in Libya, 
hydro-electric development and similar enterprises sub- 
sidised, encouraged or guaranteed by the State. The Istituto 
per la Ricostruzione Industriale, which is now a permanent 
financial agency of the State, and the owner of several of 
the most important industrial concerns of the country, made, 
in 1937 and 1938, two bond issues of 900 millions each for 
the equipment of the Iri-Mare and Iri-Ferro. And this large 
public demand for new capital is wholly additional to the 
usual demand from private businesses and agriculture. Banks 
catering for short-term deposits increased their discounts and 
advances between August 31, 1936, and June 30, 1937, by 
2,100 million lire to a total of 29,800 million lire. 


No Inflation 


Savings were sufficient to meet all these requirements, 
which amounted, during the three years and nine months 
between June 1, 1934, and March 31, 1938, to about 50,000 
million lire. No recourse to inflation was needed. The note 
circulation was 16,296.5 million lire on December 31, 1935, 
16,525.1 millions on December 31, 1936, 17,468.1 millions on 
December 31, 1937, and 16,279.7 millions on April 30, 1938. 

Two items in the balance sheet of the Bank of Italy bear 
however, witness, of the pressure of public and semi-public 
requirements : — 


(Millions of lire) 
Dec. 31, Dec. 31, Increase 


1936 1937 
DORR sdccscsnccce 1,266-7 2,544-2 1,277°5 
PPIONR: ciccsvecces 1,599 +3 4,508 -0 2,908 -7 











2,866 -0 7,052°2 4,186-2 
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Advances made to subscribers to the compulsory 5 per 
cent. loans were the most important cause of these changes. 
By the end of 1937, the Bank of Italy had advanced for that 
purpose 255 million lire to banks, 869 millions to insurance 
institutions and companies and 428 millions directly to tax- 
payers. Moreover, banks and clients had asked for special 
advances of 2,027 millions (included in the 4,508 millions 
above), with 5 per cent. consols as collateral, and these were 
also due to the need for subscribing to the compulsory loan. 

Certain general conclusions can be stated. The revenue 
of the four years, 1934-35 to 1937-38, can be estimated at 
90,000 million lire. If we add to this figure, to cover deficit 
expenditure and semi-public subsidies or guarantees, a 
further sum of 49,000 million lire, we get a total of all 
expenditure (direct and indirect, current and capital) of 
139,000 million lire. This works out at an annual average for 
the four years of just on 35,000 million lire, increasing, say, 
from 21,000 millions in 1934-35 to 40,000 millions in 
1937-38. 

Of present lire 40,000 millions are equivalent to about 
24,000 millions of 1927 lire and about 6,400 millions of pre- 
war lire. This is more than the Italian taxpayer can bear; 
but Italian finance is probably moving towards an average 
ordinary Budget of 30,000 million lire. To reach this lower 
level will not be easy. But, meanwhile, savings should be 
sufficient to meet the further deficits which will be tem- 
porarily incurred. 

The country’s financial structure is becoming increasingly 
stabilised. There is, however, one precarious point in the 
structure. Of the assets of the Bank of Italy, amounting to 
13,500 million lire, made up of discounts and advances, State 
securities, ordinary advances to the Treasury and advances 
to the Istituto per la Ricostruzione Industriale (which is State 
owned), some 80 per cent. is tied up, directly or indirectly, 
with the State or State agencies. How liquid are these assets? 
Great care is surely needed, on the part of the Finance 
Minister and the Government of the Bank, to avert the 
danger that they may become frozen. 


Hungary 
Dr Imrédy’s Task 


BupbAPEST,; June 1.—-Dr Imrédy has succeeded in forming 
a Government. In it there are at least two personalities who 
might have become Premier themselves, had they not pre- 
ferred to serve under the former President of the National 
Bank in the strongest and most representative Cabinet Hun- 
gary has had since the war. It is generally believed that Dr 
Imrédy came at the right moment, when bold and active 
leadership was imperative to preserve law and order. His 
statement of policy was greeted with a jubilation almost 
unprecedented in Hungarian parliamentary history, and the 
Opposition were almost as eager to endorse his programme 
as the members of his own party. 

It may be said without exaggeration that the tasks con- 
fronting the new Premier are stupendous, and Dr Imrédy 
is fully aware that without the faith of a Széchenyi and the 
iron hand of a Tisza he cannot succeed. He has to carry out 
a Five-Year Plan of re-armament and public works, and 
finance it entirely out of domestic resources, partly by taxa- 
tion, partly by internal loans. The land hunger of the excited 
landless peasants must be satisfied; and the restriction of the 
number of Jews to 20 per cent. of the personnel in trade and 
industry and in the professions will be put in effect within 
the next five years. And, all the time, Hungary is vitally in- 
terested in the fate of Europe’s minorities, since almost a third 
of the 12 million Hungarians live under Roumanian, Czecho- 
slovak and Jugoslav sovereignty. 

There will be no change in foreign policy. Dr Imrédy re- 
tained M. de Kanya as Foreign Minister, thus demonstrating 
that he wishes to maintain close and friendly relations with 
Italy and Germany, while seeking better relations with the 
States of the Little Entente. Dr Imrédy has also stated that 
all Hungarians welcome Great Britain’s increased interest in 
Danubian affairs. 


No Change in Financial Policy 


Dr Imrédy made it clear that he does not want to resort 
to financial short cuts. There will be no inflation, and the 
monetary policy, which enabled Hungary to balance the 
Budget and resume the partial service on foreign debts, will 
be strictly maintained. The appointment of Dr Baranyai as 
President of the National Bank is particularly important. To 


safeguard the financial and economic interests of the country, 
the Government has authorised the Presidents of the National 
Bank and the Central Banking Companies to exercise a power 
of veto over the appointments of presidents, general mana- 
gers and managers of banks and insurance companies having 
a Capital in excess of 3,000,000 pengo. 

The 1938-39 Budget, which is now under discussion in 
Parliament, is the first balanced estimate which has been 
introduced to the House of Deputies since 1931, and is 
largely based on the actual results of 1936-37. It provides 
for an expenditure of 848.3 million peng6 for administration 
proper, or 26.5 million peng6 more than the estimate for the 
present fiscal year. Receipts are estimated at 878.5 millions, 
leaving a surplus of 30.2 million peng6, which would just 
cover the deficit on the State undertakings, whose expendi- 
ture is estimated at 486.6 million pengé, against a revenue of 
456.5 millions. 

In the first nine months of the current financial year, re- 
ceipts (including the proceeds of the State undertakings) have 
exceeded the estimates for the next financial year, but owing 
to the economic recession caused by political uncertainties, a 
declining revenue must be expected in the second quarter of 
1938. Dr Imrédy has announced, however, that the recession 
will not interfere with either the Five-Year plan or the 
service on the foreign debts. He estimated that there were 
sufficient reserves at the disposal of the Government to meet 
any shortage in budgetary receipts or in foreign exchange. 


Poland 


Polish Policy and Czechoslovakia 


Warsaw, June 9.——If the Government-controlled Press 
accurately reflects the official attitude, the aim of Polish 
policy is to work for the break-up of Czechoslovakia by 
means of plebiscites, and to help in bringing about a separa- 
tion of the Slovaks from the Czechs. This aim has been 
indicated for a long time by the officially-decreed friendship 
with Germany, by the close contact between the leaders of 
Poland and Hungary, and by the more recent flirtation with 
discontented Slovaks belonging to Father Hlinka’s party. 
Whether or not these activities merely indicate that the 
Polish Government, regarding German expansion as inevit- 
able, would prefer to see it directed towards South-Eastern 
Europe; whether the Government desires at any price to 
avoid trouble with Germany; or whether Czech tyranny and 
oppression are being “ played up” to distract attention from 
the unrest within its own borders, are questions that cannot 
yet be clearly answered. But whatever the motive, the con- 
trolled Press and news services seem desperately eager to per- 
suade public opinion that Czechoslovakia is in a hopeless 
position; that all the minorities there are living under a reign 
of terror; and that the recent calling up of reservists was 
solely because the civil authorities had lost control of the 
situation. In brief, the controlled Press here for several weeks 
has been working, unwittingly or otherwise, in close harmony 
with the German and Hungarian. 

Opinion at large, however, seems fully alive to the dangers 
which the break-up of Czechoslovakia would hold for all the 
States lying to the east and south-east of that country. Most 
Poles who think for themselves seem to be in no doubt about 
the aims of Germany; and, while they rightly deplore the 
failure of the Czechoslovak Government to make an earnest 
effort amicably to settle the just grievances of the small 
Polish minority in the Teschen coal-mining district, they 
express the firmest opposition to the dismemberment of 
Czechoslovakia in order that Germany might be the chief 
beneficiary. Nor do they hesitate to express the view that 
within a fortnight of Czechoslovakia being “ settled” the 
German minority in Poland might be used for precisely the 
same purpose as the German minority in Czechoslovakia is 
now being used. It seems probable, however, that until Herr 
Hitler disposes of Czechoslovakia (or breaks his neck in the 
attempt), and then decides what he intends to do about 
Soviet Russia, the policy of “friendship” between Poland 
and Germany will not undergo violent change. But there are 
many who feel that Hitler’s task in Czechoslovakia has been 
made vastly more difficult, not by the apparent firmness 
recently displayed by the British and French Governments, 
but because the Japanese have allowed themselves to become 
“ immobilised ” in China, so that Soviet Russia could pro- 
bably render valuable assistance to Czechoslovakia in case 
of war. 
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Economic Improvement Halted 


After three years of slow but continuous improvement, 
which brought the index of industrial production in March 
to within 5 per cent. of the 1928 level, the economic recovery 
seems to have stalled. The supposition that Polish economy 
had been largely freed from external influences is now in- 
creasingly felt to have been ill-founded, and a leading 
economist recently wrote: “It is now time to think of pre- 
venting a new economic crisis in 1939, or at the latest in 
1940.” The opinion was expressed that, if the “ recession ” 
in the United States has not yet been widely felt in Europe, 
“it is only because the gigantic armament programmes have 
artificially stimulated the economic life of many countries.” 

It is hardly to be doubted that the armament and public 
works programmes have been primarily responsible for the 
economic recovery in Poland since 1935, and that the finan- 
cial resources on which these programmes have so far been 
based cannot support their indefinite continuance. Sales to 
Spain, for instance, which were extensive in 1936 and 1937, 
and paid for mostly in gold, have now practically ceased, 
while the income from the French credits arranged for in 
December, 1936, has been much diluted because of franc 
depreciation. Nor can further help be expected from exchange 
restrictions, external debt conversions, and the lowering of 
interest rates on foreign bonds; while the capacity of the 
internal market to finance public expenditure and industrial 
development has been fully measured. 


Devaluation Discussed 
The step mainly discussed so far for “ preventing a new 
economic crisis” which might have serious political reper- 
cussions is currency devaluation. It has long been evident 
that the zloty is much overvalued, and there is now a grow- 
ing feeling among industrial leaders—and especially those 
who are mainly concerned with exports—that the “ plunge ” 
should be taken while commodity prices are falling, so that 
the effect of devaluation on the internal price structure might 
pass without violent reaction—as was the experience of “ the 
sterling bloc” in 1931. Conditions are held to be similar now 
to those prevailing in 1931, when the zloty ought to have 
been devalued but was not. It is not likely, however, that it 
will be “re-aligned” until it becomes certain that the 
recovery movement has gone into reverse. 
The foreign trade returns are now making a poor showing, 
the figures as published being as follows: — 


Surplus of 
Exports Imports Exports (+) 
or Imports (—) 
(In millions of zlotys) 
First four months, 1937... 400 391 + 9 
First four months, 1938 ... 372 450 — 78 


Part of this year’s import surplus, however, is covered by 
the liquidation of German indebtedness for railway transit 
across Pomorze. Current indebtedness on this account is 
now being met mainly in merchandise owing to Germany’s 
lack of foreign exchange. 


Turkey 


Changing Trade Trends 


ISTANBUL, May 24.-—Although the economic situation is, 
on the whole, satisfactory, the effects of the general slacken- 
ing of trade abroad have already been felt on Turkish foreign 
trade since the beginning of the current year. In January 
and February an increase in imports was not balanced by a 
corresponding increase in Turkish exports which, in fact, 
fell slightly below the level of the same period last year. 
The surplus of exports in the first two months has fallen from 
£T15,507,000 in 1937 to £T 1,961,000 this year. 

Germany’s purchases fell from £T16,809,000 to 
£T 10,374,000; while Turkey increased her imports from 
that country in order to diminish further the amount due 
under the Turco-German clearing agreement. Sales to 
countries other than Germany increased from £T10,150,000 
to £T12,654,000. Exports to Italy were valued at 
£T3,665,000. Imports from countries other than Germany 
increased more rapidly still, from £T6,276,000 to 
£T 13,388,000, the main suppliers being the United States, 
Great Britain and Soviet Russia. 

The balance of trade with the United States, which had 
always been active in previous years, became passive, Turkey, 
who had always considered American trade as a source of 
free foreign exchange, now found herself compelled to draw 
on her foreign exchange resources to pay for American goods. 


During the whole export season from August, 1937, to 
February, 1938, exports rose from £T98,476,000 in the corre- 
sponding period the year before to £T1T99,171,000. But, 
while tobacco exports increased from £T20,077,000 to 
£T41,148,000, those of all the other main staples, except 
barley and chrome ore, fell substantially. Tobacco, in fact, 
represented well over 40 per cent. of total Turkish exports. 

There seems to have been some progress in the export of 
ores, but the quantities involved are still too small to play 
any outstanding part in the Turkish balance of trade. Next 
to chrome ore, antimony, lead and zinc ores gained in im- 
portance. State receipts have run steadily above the estimated 
figures, which has encouraged the Government to reduce 
the rate of various taxes, including, particularly, the income 
tax, and to lower the price of certain monopolised products. 
The new Budget for 1938-39 has been fixed at £T249,954,020 
against £T231,017,776 for the current year. The Budget is to 
be entirely covered by ordinary revenue estimated at 
£T250,049,000. 





Japan 


War Economy 


Toxyo, May 10.—The Government is taking active 
measures to finance enormous war expenditure without in- 
viting rapid inflation, and also to preserve all essential re- 
sources for the services. A new department has been added 
to the Treasury to conduct a nation-wide saving campaign 
to neutralise the inflationary influence of Government spend- 
ing on such a vast scale. No more materials have been added 
to the list of fixed maximum prices, which now includes 
crude rubber, raw cotton, cotton yarn, and bleached cotton 
tissues: but national and provincial committees have been 
appointed to prevent unreasonable inflation, and to keep 
an eye on profiteering. A Commodity Regulation Board has 
also been formed to be a bureau of economic intelligence and 
research on the supply of essential commodities, and to pre- 
pare schemes for controlling and safeguarding supplies. 

The consumption of several more commodities has been 
regulated since the beginning of May. Rationing, which 
began with crude rubber and cotton yarn, has been extended 
to crude oil and petrol. The use of copper has been more 
widely restricted, including copper alloys, and the manu- 
facture of about 40 articles in cast iron, ranging from poles 
and fences to ash-trays, has been prohibited or restricted. 
The list of materials whose consumption is regulated now 
includes raw cotton, raw wool, steel ingots, cast iron, gold, 
platinum, copper, lead, spelter, tin, brass, nickel, and 
antimony, besides those under the rationing scheme. 


Capital for Munitions 


Capital is being increasingly diverted to war industries. 
According to the quarterly report of the Treasury, new 
capital authorised by the Capital Adjustment Committee 
during the first three months of this year amounted to 645.6 
million yen. Of this total, 457 million yen, or 70.8 per cent., 
was allotted to ancillary processes and services involved in 
munition production for the re-equipment and extension of 
capacity. In the preceding quarter, the amount rationed to 
war industries was 773.7 million yen out of 1,301 million yen 
sanctioned, or only 59.5 per cent. of the total. 

The official gold purchase price was raised on May 2nd 
from 3.77 yen to 3.85 yen per gramme. This increase has 
removed the margin which had existed between the official 
price and the international market quotation. The higher 
purchase price will undoubtedly stimulate the gold-mining 
industry. It is expected that the objective of a yearly output 
of 500 million yen will be achieved by 1942, when the Five 
Year Plan for gold will expire. 

After a consistent rise for five consecutive months since 
November last, the index number of wholesale prices pre- 
pared by the Tokyo Chamber of Commerce registered a fall 
of 0.4 per cent. in April; but it was still 13.8 per cent. 
higher than in April, 1937. On the other hand, April 
witnessed a continuance of the upward trend in the cost of 
living. 


BRITANNIC 


ASSURANCE COMPANY LIMITED 
(Established 1866) 


Annual Income - - - - £6,600,000 
Funds - - - - - - £30,000,000 
All classes of Life, Fire, Accident, 


Motor and General Insurances transacted 
Chief Office: BROAD STREET CORNER, BIRMINGHAM 
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Letters to the Editor 


Germany's Oil Supplies 
TO THE EDITOR OF THE ECONOMIST 


Sir,—I have read with interest the article on the above 
subject in your issue of May 28th. I think the writer would 
have been nearer the mark had he dealt with the horse-power 
available to Germany and not merely with her oil supplies. 

Your contributor calculates that, by 1939, Germany should 
have 3,500,000 tons of oil available from all indigenous 
materials. While he takes count of the hydrogenation systems 
of production, he does not specify any amount of oil 
obtained from low-temperature carbonisation. Still more 
significant is his omission of power derived from the use of 
solid fuels. It is well known that the German Government 
offers .a £50 grant in respect of every commercial vehicle 
fitted to run on producer gas derived from anthracites, 
lignites or smokeless coals; and that thousands of vehicles 
and tractors are running on this power. 

A low-temperature carbonisation plant using 500 tons of 
coal per day can produce sufficient smokeless fuel per annum 
to give equivalent h.p. to 14 million gallons (or 62,500 tons) 
of petrol; and this in addition to a considerable quantity of 
oil. A couple of dozen low-temperature plants can, there- 
fore, make the very useful equivalent h.p. of 1,500,000 tons 
of petrol per annum—more than enough to move all 
Germany's agricultural tractors and food transport, without 
even calling upon her oil supplies at all. And a low-tempera- 
ture plant costs £200,000 to erect against £6,000,000 for one 
hydrogenation plant. 

I am, Sir, 
Yours faithfully, 

Brodrick Castle, MONTROSE. 
Isle of Arran. 


[The horse-power available to any country is clearly in- 
calculable. For practical purposes the question turns on the 
fuels which are technically and commercially attractive. That 
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Persons « Periods 
By G. D. H. COLE 


12s. 6d. net. 


“Vivacious, lucid, ardent, well balanced and 
scholarly . . . . Here are fourteen studies mainly 
dealing with the social changes that sundered the 
England of Defoe from the America of Henry 
Ford.’’—Pwunch. 


“He has the great virtues of clarity, good sense, 
critical detachment and mastery of his facts.” 
—Robert Lynd (News Chronicle). 


Foreign Balances 
By PAUL EINZIG 


8s. 6d. net. 


“Dz Einzig’s readers have learned to expect from 
him clarity, method, a sure grasp and a keen 
speculative insight. They will not be disappointed; 
he is here at the very top of his form, and has 
produced a notable contribution to financial liter- 
ature.” —Spectaror. 


MACMILLAN & CO., LONDON, W.C.2 


producer gas derived from anthracites, lignites and smokeless 
coals has as yet scarcely come under this heading is sug- 
gested by the fact that, in spite of the £50 grant which is 
made, the use of producer gas vehicles has so far progressed 
very little. Vehicles using this fuel are an insignificant pro- 
portion of the total number of vehicles in use; there 
were only 1,000 lorries out of 322,000 last year. Similarly, 
the oil obtained by low-temperature carbonisation did not 
appear to be sufficient in quantity to be included in our 
article. It may be estimated, however, that production was in 
the neighbourhood of 25,000 tons in 1936 and 40,000 tons 
in 1937. Oil produced in this way, however, is only a by- 
product of the manufacture of smokeless fuel; and that fact 
would seem to render it unsuitable as a significant contribu- 
tion to Germany’s total oil supplies.—Ep., Econ.] 


An Anglo-German Clearing ? 


TO THE EDITOR OF THE ECONOMIST 


Sir,—In connection with the threatened default on 
Austrian loans the old suggestions about the establishment 
of a compulsory clearing with Germany have been once 
more revived. But the time when Germany was genuinely 
airaid of a clearing agreement is long past. Experience has 
taught her, as well as the countries with which Germany 
is in Clearing relationship: (a) that the balance of trade of a 
country is not an immutable magnitude; (6) that it would 
be much easier for a country whose foreign trade is centrally 
controlled to steal a march in influencing foreign trade 
relationships On a country where foreign commerce is still 
conducted by and at the risk of individuals. 

The assumption is more than justified that the institution 
of a compulsory-clearing alone would immediately lead to 
the disappearance of the favourable balance of trade of this 
country with Germany, either by Germany increasing her 
imports from us (especially of semi-manufactured or raw 
materials) or by ceasing to keep up her exports. In view of 
the necessity to offset the present over-valuation of the mark 
at the former parity by special measures, German exports 
could be influenced promptly and effectively. If, therefore, 
this country wishes to collect the service of its loans to Ger- 
many, very much more thorough methods of control of 
foreign trade are necessary than is usually supposed. One of 
the possibilities is to try to levy a duty on German exports to 
this country and to institute export licences. As Germany’s 
trade with the Empire outside of this country is unfavour- 
able, and as commodity prices are falling and force the pro- 
ducers to look for potential outlets, the problem is 
undoubtedly very difficult. 

Conversely, Germany needs the imports, which she still 
takes, very urgently, and may be brought to reason if the 
measures adopted are stringent. It would be a dangerous 
mistake to suppose, however, that compulsory clearing is by 
itself a satisfactory solution to the problem. 

Yours, etc., 
T. BALOGH. 

London, E.C.2. 


War Loan Dividend 


TO THE EDITOR OF THE ECONOMIST 


Sir,—With reference to your comments of June 4th on 
the War Loan dividend (on pages 545 and 546), may I sug- 
gest that one possible cause of the failure of bankers’ deposits 
to reflect the full payment of the War Loan dividend may 
have been due to the incidence of Treasury bill maturities and 
payments. In this connection, it is possible that the publica- 
tion of the return of the Bank of England on Mondays, 
instead of on Thursdays, would assist in affording under- 
standing of a situation created by offering Treasury bills for 
payment as desired during the ensuing week. 

The Bank Charter Act, 1844, provides that the Bank of 
England issue a return weekly “on some day in every week 
to be fixed by the Commissioners of Stamps and Taxes.” 

In 1844, there was probably a very good reason for 
appointing the Commissioner of Stamps and Taxes as 
arbitrator, but, whatever the reason, it is obvious that, under 
existing circumstances, the alteration of the date of publica- 
tion would enable a less confusing return to be presented. 

Yours faithfully, 


Belmont. S. S. JOHNSON. 
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Books and Publications 


Economics Through the Ages 


THis book” is welcome at the present time. We need to take 
stock of the position of economic theory after some years of 
controversy, and to set it in the long perspective of its history. 
It is Professor Roll’s object to provide this historical back- 
ground. He traces the evolution of economic doctrine from 
its appearance in the Old Testament down to modern times; 
and, at the same time, he endeavours to show the relation 
of economics at successive stages of its development to the 
economic, political and social structure of the age. 

Wisely refusing to attempt to deal with every recognised 
contributor to economic controversy, Professor Roll has 
boldly limited his study to a comparatively few writers. His 
choice has been determined “by two considerations. First, 
apart trom the most outstanding economists of the past, only 
those have been included whose contributions to economic 
thought appear to have significance in relation to present-day 
theory and controversy. Secondly, stress has been laid both 
on writers and views which exemplify most clearly different 
trends of thought.” 

This basis of selection results in Petty’s receiving more 
ample treatment than the Physiocrats, and nearly as much as 
Locke, North, Law, Hume, Cantillon and Steuart put 
together. Although it means that some familiar names are 
hardly mentioned, the method justifies itself by the extent to 
which it allows of an adequate discussion of some writers 
who have received less than their due from former historians; 
and by the consistency of approach to every phase of 
economic thought which is maintained throughout the book. 

Purely technical developments receive comparatively little 
attention, for Professor Roll is concerned primarily with the 
normative quality of theory, and he has heterodox views. 
He regards any formulation of theory as possessing two 
aspects, apologetic and critical. It represents advocacy of one 
state of affairs and criticism of alternative or opposing 
systems. At the same time, there are to be found in each 
theory certain elements that constitute the basis of the con- 
troverting view, for “every ideology contains antithetical 
elements precisely because it has to include the aspirations 
of the exploited classes.” 

Thus Marx is in the classical tradition, though he erected 
upon Smith’s and Ricardo’s apologetic for laissez-faire 
capitalism the most powerful criticism of that system yet put 
forward. 

The claim of the utility schools of economic thought that, 
by enunciating propositions professedly of universal validity, 
they have removed any apologetic character from economics, 
is, accordingly, rejected. Professor Roll argues, indeed, that 
the very attempt to maintain “ neutrality” has already re- 
sulted in a degree of formalism which has seriously reduced 
the authority of the science and put it “in great danger of 
becoming a plaything of demagogy.” 

This insistence on the social reference of economic doc- 
trine ensures a careful and sympathetic treatment of those 
schools of thought consciously based on a social or political 
philosophy. We find valuable discussions of the German 
Romantics, of the non-Utopian Socialists, of the early nine- 
teenth century, and of the Historical school. There are cer- 
tain omissions; although Bentham was not a professional 
economist, he had shrewd things to say on topics relating to 
“ present-day theory and controversy,” and is not quite fairly 
served by references to his influence on less seminal—if more 
celebrated—minds. And it would be interesting to trace 
parallels between Gentz or Miller and our later English 
romantic, Ruskin. 

Enough has, perhaps, been said to make it plain that this 
book is as stimulating as anything that the author has yet 
given us. For the most part, it is concise and clear. The 
chapters on Commercial Capitalism and Marx could hardly 
be bettered in a work on this scale. The book as a whole will 


** A History of Economic Thought.”” By Erich Roll. Faber 


and Faber. 430 pages. 12s. 6d. net. 


be read with profit (if not always with ease) by the intelligent 
layman. To the student it is likely to become a standard work 
of considerable value, in spite of Professor Roll’s unorthodox 
prepossessions. 


Shorter Notice 


“The Men Who Defend Us.” By Commander Russell 
Grenfell. Eyre and Spottiswoode. 291 pages. 9s. 


“Good men with poor ships are better than poor men 
with good ships.” Admiral Mahan’s dictum takes on a dis- 
turbing significance in the light of Commander Grenfell’s 
vigorous onslaught upon the inadequate payment and terms 
of service accorded to our three fighting services. This is no 
mere polemic. The facts of service pay are set out, over the 
last hundred years, against the movements of wages in civil 
occupations and of salaries and pensions in other Govern- 
ment employment. The case Commander Grenfell makes is 
Strong and very disquieting. He exposes the fallacies of 
the Anderson Committee’s arguments for pay cuts in 1931, 
and concludes that “if the country wants officers and men 
who are not only men of war but masters of war it must 
pay the price.” Commander Grenfell is clearly partisan and 
not always judicial, but recent improvements in Service pay 
and conditions have not fundamentally weakened the force 
of his indictment. 


Books Received 


Seaports and Hinterlands. By A. J. Sargent. 
C. Black, Ltd. 188 pages. &s. 6d. net. 

Patents, Designs and Trade Marks. By C. S. Parsons. (London) 
The Technical Press, Ltd. 184 pages. 10s. 6d. net. 

Can 1931 Come Again? By Collin Brooks. (London) Eyre and 
Spottiswoode. 84 pages. 2s. 6d. net. 

The Public Corporation in Great Britain. By L. 
London) H. Milford. 351 pages. 16s. net. 


British Chamber of Commerce, Parts. Annual Report, 1937. 
(Paris) 6, rue Halévy. 234 pages. No price stated. 

Guide to New Zealand Official Statistics. By E. P. Neale. 
‘Sydney and London) Whitcombe and Tombs, Ltd. 91 
pages. No price stated. 

Price and Price Policies. By W. Hamilton. (London) McGraw- 
Hill Publishing Co., Ltd. 565 pages. 24s. net. 

Industrial Enterprise in India. By N. Das. (London) H. 
Milford. 174 pages. 10s. 6d. net. 

The Public Services. By W. Hardy Wickwar. 
Sanderson. 243 pages. 10s, 6d. net. 

Official Year Book of the Commonwealth of Australia, 1937. 
(London) Commonwealth Offices, Strand, W.C.2. 1021 
pages. No price stated. 

Statistical Abstract for British India from 1926/27 ta 1935/36, 
(Delhi) Manager of Publications, Department of Commer- 
cial Intelligence and Statistics. Rs. 7-14, or 13s. net. 


(London) A, and 


Gordon. 


(London) Cobden- 


Official Publications 


The following may be obtained from H.M. Stationery 
Office, Adastral House, Kingsway, W.C.2. 


Report of the Development Commissioners for the vear ended 
March 31, 1937. 2s. 6d. net. 


Report of the Medical Research Council for the year 1936-1937. 


Cmd. 5671. 3s. net. 

Memorandum on the Board of Education Estimates, 1938. 
Cmd. 5678. 6d. net. 

Report of the Departmental Committee on Corporal Punish- 
ment. Cmd. 5684. 2s. 6d. net. 

Criminal Statistics, England and Wales, 1936. Cmd. 5690. 
3s. 6d. net. 

Army Appropriation Account, 1936, 2s, net. 

Navy Appropriation Account, 1936. 2s. net. 


Estimates for Revenue Departments for the Year Ending 
March 31, 1939, 2s. net. 
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THE BUSINESS WORLD 


Germany and 


N March 13th, after the entry of the German 
Reichswehr into Austria had cleared the way for the 
Anschluss and for Herr Hitler’s triumphal journey to 
Vienna, the prices of Austrian Government loans in 
London reached default levels. On Wednesday last week 
an official British Treasury statement declared that dis- 
cussion between German and British delegations in Berlin 
had disclosed no possibility of reconciling the views of the 
two parties on the question of Austrian loans. Last Mon- 
day the trustees of the Austrian International Guaranteed 
Loan, 1933-53, and the Guaranteed Conversion Loan, 
1934-59, announced that no part of the monthly instalment 
of the service of either loan, due on June Ist, had been pro- 
vided. Next day the Bank for International Settlements 
made a similar announcement regarding the International 
Loan of 1930. Although last week’s statement by the 
Treasury spoke merely of “interrupted” negotiations, 
which were to be “ continued after Whitsun,” no announce- 
ment of their resumption has yet been given; but a meeting 
of representatives from countries which guaranteed Austrian 
loans was held in London on Thursday, to explore the 
possibility of reaching a united front before the resumption 
of discussions in Berlin. 

London financial circles have evinced deep resentment at 
the implied decision of the German Government to make 
default a fait accompli as a prelude to further discussion. 
The Association of British Chambers of Commerce, in a 
strongly worded letter to the Chancellor of the Exchequer, 
has assured the British authorities of support if firm 
measures are deemed necessary to meet the situation. Mean- 
while, as will be seen by a glance at the following table of 
prices, the 7 per cent. sterling bonds of the 1930 loan have 
fallen this year by 724 points, and the 44 per cent. sterling 
bonds, 1934-59 (of which the British Government 
is a guarantor as to 243 per cent.) by 344 points. Only 
the 3 per cent. sterling bonds, 1933-53 (which, being fully 


Austria’s Debt 


guaranteed by the British Government, enjoy gilt-edged 
security) have maintained their value this year. 
AUSTRIAN BOND PRICES 


} 1930-37 ; 
Issue End Mar. | June 
| Price } 1937 13, 9, 
| High Low | 1938 1938 
7°, International Loan ............ | 95 105!» 25 103 | 44 30!o 
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o Guaranteed Loan, 1934-59 | 98 10154 76\2| 86), i (Cue 
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In view of the week’s events, indeed, bondholders may 
have regretted the natural reluctance of the British Treasury 
to dilate upon the reasons for the suspension of discussions 
which, in theory at least, were merely adjourned. In the 
absence of any authoritative explanation of the views which 
were found irreconcilable, different versions of their char- 
acter have been current in Berlin and London. In usually 
well-informed quarters in the former centre, it has been 
suggested that the chief difficulties were political rather than 
financial; that the German Government took its stand, not 
on difficulties of transfer, but on a refusal to recognise any 
liability whatever for the obligations of the defunct Aus- 
trian State. In London, however, it is understood that the 
discussion turned on the extent of future payments rather 
than on questions of political status. The British repre- 
sentatives, arguing from the fact that Austria, before the 
Anschluss, was able to meet the service of her external 
debts and to give almost complete freedom for dealings 
in foreign exchange, maintained that the German Govern- 
ment should use its power to permit the transfer of full 
interest service on the Austrian Loans, in the same way 
as she already uses it in the case of the Dawes and 
Young Loans. This demand, however (according to 
unofficial London reports of what transpired behind closed 
doors), was met by the reply that Austria had been 
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relegated to the position of a German land or province, 
and that the Reich had consequently no more respon- 
sibility for its external obligations than for those, say, of 
Westphalia. The correct procedure, therefore, was for 
payment to be made to the Konversionskasse in 
blocked marks. The British representatives, however, 
stood firm, and a concession was thereupon forthcoming 
(it is said) from the German side, under which 50 per 
cent. of the service of the Austrian Loans was offered in 
foreign exchange and the remainder in blocked marks. 
The British delegation, however, refused to accept the 
transfer of less than 100 per cent, and there the negotia- 
tions terminated for the time being. 

If this version of events is the more correct there will 
be general sympathy in this country with the attitude of 
the British delegation; and a widespread desire that, when 
negotiations are resumed, the Treasury will maintain, with 
the utmost firmness, its view that they involve a question 
of fundamental principle, not of barter. The German 
Government, in possession of the assets of the former 
Austrian State and its National Bank, has obviously the 
wherewithal, if it so chooses, to continue those payments 
which Austria had proved her ability to transfer without 
straining her economic structure. To put Austrian Loans 
on the same footing as German provincial debts ignores 
certain considerations which are basic to the whole issue. 
‘These loans were not contracted lightly in a period of 
prosperity, when optimism ruled both borrowers and 
lenders. Nor were they expended prodigally, in ways which 
increased the borrower’s amenities without contributing to 
the future service of the loans. They were an indispensable 
part of a considered, comprehensive and successful inter- 
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national effort to rehabilitate post-war Austria. As will be 
seen from the summary table on the opposite page, they 
had specific Austrian revenues hypothecated to them, and 
these much more than covered their service requirements. 
They were all issued in financial centres in many countries, 
and two of those which are now outstanding carried the 
guarantee of a number of outside Governments. Their 
proceeds are represented by solid and enduring assets, 
which have increased, and will continue to increase, the 
national income of the former Austrian territory. 

Thus political, financial and equitable considerations 
combine to support the refusal of the British authorities 
to be satisfied with anything short of complete recognition 
by Austria’s successor-in-title of her obligations towards 
Austria’s bondholders; and to urge that, if need be, the 
Government should enforce its just claim by a termina- 
tion of the agreement of 1934, under which all Anglo- 
German payments are now regulated, and by resort to a 
system of exchange clearing. A creditor who refuses to 
compromise with any action savouring of fraudulent bank- 
ruptcy protects, not merely his own interests, but those of 
all other creditors. Questions of the loss which would fall 
on the British taxpayer in the event of continued default 
are irrelevant to the main issue. Britain, as the world’s 
most important foreign lender, has a long tradition of 
sympathy with the difficulties of an impoverished but 
honest debtor, and, equally, of repugnance to the employ- 
ment of default as a weapon of high policy. And never, 
in the chequered history of foreign borrowing, has a 
clearer case arisen for the maintenance of the principle, 
basic to all international financial relations, that payment 
should follow ability to pay. 


The Rupee’s Weakness 


ROM time to time during the past two months we have 
commented upon the growing weakness of the rupee. 
The latter’s quotation, which has stood consistently at 
ls. 64d. for several years, has fallen away since the end 
of March, and early this week was no better than 1s. 5}#d. 
The Indian Reserve Bank is bound by law to buy rupees 
without limit at a rate of 1s. 5¢$d., and the present rate is 
close upon that limit. Furthermore, until recently the 
Reserve Bank was able to meet Government’s sterling re- 
quirements by buying sterling tendered to it each week at a 
rate of 1s. 64d. In the middle of April, offerings of sterling 
at that rate ceased to be made. On April 20th the Reserve 
Bank rejected an offer at a rate of 1s. 6d. Since then it has 
endeavoured to obtain sterling by offering to buy without 
limit at a tap rate, initially fixed at 1s. 6:4;d. This attempt 
has proved abortive, and the market rate for sterling has 
consequently fallen to its present level, while the Reserve 
Bank is being compelled to draw upon its own resources to 
meet the sterling requirements of the Indian authorities. 

This weakness of the rupee derives, at bottom, from the 
fact that India is a primary producing country, which is 
sharing in the common troubles brought upon all primary 
producers by the recession in world prices. Her experience 
resembles that of Australia and Argentina, for example, 
inasmuch as her exports have been dwindling during recent 
months, both in volume and value, while her imports con- 
tinue to reflect orders placed during the period of relative 
prosperity which lasted until the middle of last year. The 
result is that, temporarily at least, she has acquired a 
passive in place of her normal active balance. This is 
shown in the table opposite, covering quarterly periods 
since the middle of 1936. 

The figures given in this table are not strictly compar- 
able; for before April, 1937, Burma’s trade was included in 
the Indian returns. Its subsequent exclusion has made the 
deterioration in India’s case appear worse on paper than 
in reality, since Burma enjoys an active trade balance. 
Nevertheless, the table not only shows how India’s active 
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1936—3rd quarter | 283 426 | + 143; — 26 | + 190 + 307 
eh ns 300 | 503 | + 203; — 29/| + 71] + 245 
1937—Ist 4, 329 | 507 | + 178| — 39} + 42] + 181 
ane | 425 | 500 |+ 75! — 9/] + 34] + 100 
3rd ae 402 | 483 {+ 81 —- 10; + 49 | + 120 
4th » 433 | 433 | ~~ ‘ia i+ 391] + 39 
1938—Ist 417 | 394 |— 23; + 4*| + 34%) 4 21* 
iach Reibhedl . oO 


* January and February only. 





trade balance has disappeared—entirely because imports 
have continued to grow while exports have been shrinking; 
it also demonstrates that while India is able to buy less 
silver, she is also selling much less gold. The result is that 
her final balance, derived from movements of goods and 
treasure, has shrunk to negligible dimensions. 

These facts are of primary importance, since India has 
large remittances to make abroad each year. Prominent 
among these are the remittances made to London by the 
Government of India to provide for administration ex- 
penses in London and also for the service of India’s sterling 
debt. The total cost to India under these heads varies from 
year to year, but may be taken as being approximately £30 
millions sterling—equal to 400 million rupees a year, or an 
average of 100 million rupees a quarter. Reference to the 
preceding table shows that India’s net exports of goods and 
treasure were suflicient to cover this requirement up to 
and including the third quarter of 1937, but since then 
they have failed to do so. As a minor aggravation of India’s 
difficulties, it so happens that, owing to the recent consti- 
tutional changes, the family pension funds of the Indian 
Civil Service are being transferred from India to London. 
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This entailed an additional remittance of about £3,000,000 
for the financial year to March 31, 1938, and will need 
nearly twice as much in the current financial year. 

There is one further though more imponderable factor 
in the Reserve Bank’s recent difficulties in obtaining 
sterling. For the twenty years preceding the war the rupee 
was fixed at ls. 4d., and in spite of all subsequent vicissi- 
tudes there still remains an almost fanatical devotion in 
some sections of the community to the pre-war figure. 
Working in the same direction are the familiar arguments 
of those who believe that India would benefit from a mode- 
rate depreciation of her currency. Thus a not inconsiderable 
number of people have no particular desire to see the 
present one-and-sixpenny value of the rupee maintained. 

The indications suggest, altogether, that before long 
the Reserve Bank may be forced to carry out its statutory 
duty of holding the rupee at its bottom limit of 1s. 5é}d.; 
and in any case the Bank is already having to provide 
Government with its sterling requirements. In colloquial 
metaphor, the Reserve Bank may have no choice but to 
live on its own fat—possibly for the duration of the present 
world recession, and certainly until India’s imports fall 
below the level established during her recent period of 
prosperity. This possibility raises the two vital questions: 
What is the magnitude of the Reserve Bank’s sterling re- 
sources? And how long are they likely to last? 

The following table throws some light on these ques- 
tions. It shows the Reserve Bank’s gold and sterling re- 
sources, and also its outside liabilities a year ago and 
to-day: — 


(In million Rupees) 


























May 28, May 27, Intervening 
1937 1938 Change 
I citiehsicsaciinenie . 445 444 —- | 
Balances abroad ......... 245 20 — 225 
Sterling securities ...... 803 788 — 15 
GE nk ckenastbdcece 1,493 1,252 — 241 
Note circulation ......... 1,902 1,802 — 100 
Deposits—Govt. ...... 113 194 + 81 
Bankers... 267 145 — 122 
I iaticcicaticiseiin 2,282 2,141 — 141 


The Bank has lost during the past year some 240 million 
rupees out of its sterling resources, but its gold is practi- 
cally intact. Simultaneously, there has been a contraction 
of 141 million rupees in its outside liabilities, which has 
offset to a limited extent the effect of its sterling losses. In 
any case, however, the Reserve Bank could lose considerably 


more sterling before the gold and sterling cover to its 
note issue began to approach the statutory minimum of 
40 per cent. In case of need, it could even allow the mini- 
mum to fall below 40 per cent. on payment of a tax to 
Government. There would, however, be grave psychological 
arguments against such a course—particularly in a country 
which has still to learn the uses and advantages of a modern 
banking system. 

To-day, even the normal 40 per cent. limit is still 
distant, and there is little doubt that the Reserve Bank 
could continue to meet all likely requirements out of its 
resources for at least the next two years. Moreover, if the 
recession continues for so long, certain correctives will 
automatically begin to function. General impoverishment 
will alone be sufficient to compel India to curtail still 
further her silver imports, and, probably, to realise yet 
more of her gold hoards, which are still enormous. Even 
the present limited depreciation of the rupee will, in con- 
junction with the simultaneous slight depreciation of the 
pound, raise the rupee price of gold and thereby provide a 
stimulus to fresh sales of the metal. 

The most immediate danger of the rupee’s present weak- 
ness is that it may be a temptation to the Indian authori- 
ties to endeavour to correct it by traditional methods, in- 
volving higher interest rates or a restriction of credit at 
home. So far there is no sign of any such inclinationon their 
part. It is important to remember, however, in this connec- 
tion, that exchange weakness is only one of numerous prob- 
lems created for India by the world recession. Some re- 
sponsibility for the widespread attention which has been 
drawn to the present weakness of the rupee must, 
indeed, be attributed to the Reserve Bank’s policy of main- 
taining a fixed rate for the rupee, without permitting even 
a variation of -/yd. If the rate had been allowed to vary 
within the statutory limits of ls. S4%d. and Is. 6;4d., 
the present weakness would have excited much less com- 
ment. It is the more necessary, therefore, that there should 
be widespread realisation of the fact that the future of the 
rupee need occasion no serious anxiety. India passed 
through many similar periods of temporary disequilibrium 
before the Reserve Bank was established. The Reserve 
Bank possesses ample resources and has publicly stated, 
this week, its determination to fulfil its statutory obliga- 
tions. The Indian authorities will doubtless consider that 
the fundamental objective of their policy, after all is to 
maintain and develop Indian production, consumption and 
purchasing power. Their success, in the long run, will be 
the best guarantee of the maintenance of the rupee’s 
exchange value. 


Cotton Textile Wages 


HE cotton industry has relapsed yet again into severe 
depression. Over 40 per cent. of Lancashire’s cotton 
machinery is idle; and 25 per cent. of insured spinners and 
weavers in the industry are out of work. These facts attest 
the urgency of the efforts now being made to secure a much 
overdue reorganisation of the industry’s scope and status. 
The Cotton Spinning Industry Act of 1936 has effected 
some reduction in surplus spindles, but elsewhere in the in- 
dustry, the Government’s proposed Enabling Bill to reduce 
surplus capacity, to prevent undue competition and to regu- 
late production and sales remains a subject of fierce con- 
troversy. Meanwhile, declining world demand for cotton 
goods combines with the inroads of Japanese and Indian 
manufacturers to curtail Lancashire’s exports. 


Against this gloomy background, what are the opera- 
tives’ prospects of securing the improvements they are 
seeking in wages and working conditions? On the rising 
market of recent years, both spinners and weavers made 
appreciable headway. In December, 1936, the spinners 
obtained an increase of 9.5 per cent. on the standard piece- 
lists, equivalent to an advance of 5.63 per cent. in current 
wages. In April, 1937, weavers secured an increase of 7.3 
per cent. in wages. But the spinners’ original demand was 
for the restoration of the cuts made in 1932, or an advance 
of 14 per cent.; and the weavers asked for an increase of 
15 per cent. and a minimum wage. These claims are still 


outstanding; and the provision of holidays with pay, ap- 
proved in principle by the employers, has been postponed. 

Moreover, the average level of wages in the cotton in- 
dustry is still far below that of industry in general. An in- 
vestigation, conducted by the Ministry of Labour, into 
average weekly earnings in various industries on October 
12, 1935, showed the following differences between carn- 
ings in cotton and other industries : — 
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Average earnings in week ended 


oe October 12, 1935 

iby firms! - 
wh | | ro | 

| et Men | Youths | women | Girls 


: and boys | /\,.. 
| returns | Work- | (21 and “yi iger | (18 and | (under 


people over) (21) over) 18) 


Cotton spinning, 
comes & doubling 





. . | 
| 
including thread | 
manufacture) ... | 148,119 32 6] 49 6 18 7 27 6 16 7 
| | 
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The high proportion of women and juveniles employed 
in the industry affords a partial, but only a partial, explana- 
tion of its low wage standards. In spinning, women consti- 
tute some 60 per cent. of the operatives, and in weaving 
68 per cent.; and over a quarter of the women employed 
are married. But international competitive factors also 
clearly come into the equation. Under the changed condi- 
tions of the present time, the industry’s organisation still 
approximates closely to that of its vanished heyday. 

Finally, the mechanical operations involved in spinning 
and weaving dictate the character and, to some extent, the 
amount of the operatives’ remuneration. Spinners and 
weavers are paid at piece rates according to the output of 
the machines they operate. In mule spinning, for instance, 
weekly earnings are determined, in the first place, not for 
individual operatives, but for the full team of workers en- 
gaged on a pair of mules: usually three—a minder, a big 
piecer and a little piecer.* The total sum is divided be- 
tween these workers in proportions determined by agree- 
ment. In 1932, full-time weekly earnings in various 
districts were divided as follows: — 


Futt Time Weekty EARNINGS 


ses 
i Divided as below 
E arnings of 





1932 pair of im ‘ - 
Mules Minder | Big Piecer | Little Piecer 
s. d. s. d | s. d. s. d 
ee 132 6 75 9 33 0 233 9 
ae 149 10 87 0 36 4 26 6 
SD. Scnenadeidansenl 129 4 | 85 3 27 9 16 
ED, - inncccseteuse 138 0 l Bra 32 5 | 23 10 
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Thus, though earnings in spinning run on the average at 
about the same level as in the other sections of the cotton 
industry, there are wide differences within the section 
itself. Minders are highly paid, compared with other adult 
males in the industry or, indeed, in many other occupa- 
tions. Piecers and ring spinners (mostly women) are poorly 
paid, 

In weaving, too, there are marked divergences in wages.t 
According to a census taken by the Amalgamated Weavers’ 
Association in June, 1937 (which covered 39 per cent. of 
Lancashire’s weaving operatives), average weekly earnings 
for adult male workers using five or fewer looms were 
£1 19s. For those operating six looms, earnings were 
£2 6s. 84d., or 17 per cent. more; and for those employed 
on more than six looms they were £3 3s. 114d., or 60 per 
cent. more. Rather less than 154 per cent. of weavers 
operated six or more looms. The discrepancy between the 
earnings of these groups of operatives cannot be simply 
put down to differences in work done or skill required. 
It is attributed, by fairly general consent, rather to de- 
liberate intention in the drawing up of the new Uniform 
List of piece rates in 1935 under the Cotton Manufacturing 
(Temporary Provisions) Act of 1934. Wage rates for 
weavers on five or fewer looms were then lowered by 6 per 
cent. Wage rates for weavers on six looms (which were 
already higher) were increased by 4 per cent., and a mini- 
mum weekly wage of £2 11s. 6d. plus a piece rate was 
established, for a 48-hour week. The object was to check 
the “ more-looms” movement, to which a majority of 
employers was opposed, while the operatives feared that 
its adoption would involve serious labour displacement. 

Differences between the earnings of male and female 
weavers, in general, are particularly noticeable in Lanca- 
shire, where men and women often work together at similar 
tasks. The average weekly earnings of all fully employed 
adult males on ordinary (non-automatic) looms in June, 
1937, were £2 1s. 10d., while for fully employed adult 
females they were only £1 16s. 7d. Women, admittedly, 
have the alternative or supplementary occupation of 
marriage, and are less well fitted than men for physical 
strain. But, what is more to the point in this context, they 
are also less completely organised and less well protected 
by ne smnmnelll 
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Labour’s current objective, however, is not to remove 
these differences, but, in the first instance, to secure a 
minimum wage of 35s. a week for men and women weavers. 
At present, 9 per cent. of the adult males in weaving in 
Lancashire and 22 per cent. of the adult females earn less 
than 30s. a week, even when working their full comple- 
ment of looms; and underemployment caused by the 
shutting-down of looms seriously reduces the earnings of 
weavers. The concession of the higher minimum would 
affect 47 per cent. of Lancashire’s weavers, and would 
entail an addition of some 7 per cent. to the wages bill. 
The cotton industry, oversized, underemployed, disorgan- 
ised and depressed, cannot now afford this additional cost; 
yet the claim is, a priori, reasonable. 

That depression has done much to increase the tension 
between employers and employed in the cotton industry 
seems indisputable. Negotiations are conducted by methods 
of long standing. In the past these worked well, but during 
the industry’s decline they began to run less and less 
smoothly, until in 1934 only statutory intervention saved 
the principle of collective barbaining. Wage rates for both 
weavers and spinners are determined by lists of piece-work 
prices agreed by employers’ associations and trade unions, 
In spinning, the Federation of Master Cotton Spinners’ 
Associations negotiates with two unions: the Amalga- 
mated Association of Operative Cotton Spinners and 
Twiners and the Amalgamated Association of Card and 
Blowing Room Operatives. In weaving, the Cotton 
Spinners’ and Manufacturers’ Association is confronted on 
the men’s side by the Amalgamated Weavers’ Association. 
None of these bodies is comprehensive, or able in times of 
stress to enforce its agreements generally. 

The piece lists for weaving, which were superseded in 
1935 by the new Uniform List, went back in origin to the 
fifties of last century. In spinning, the lists and concilia- 
tion arrangements date back to the famous Brooklands 
Agreement of 1893, which was not superseded until 1913, 
when the lists of standard piece prices still the basis were 
promulgated. Traditionally, changes in wage rates have 
been effected by negotiations to secure percentage additions 
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or reductions on the list prices. In 1933-34, however, 
undercutting in wages threatened to be fatal to collective 
agreements, and the Cotton Manufacturing (Temporary 
Provisions) Act of 1934 was passed, to give the Minister 
of Labour power to give legal force by Order to collective 
agreements, and so to compel the adherence of reluctant 
minorities. On July 15, 1935, the new Uniform List for 
weaving was legalised, involving some reductions in earn- 
ings. In April, 1937, agreements for spinning and weaving 
came into force, securing the first all-round increase in 
spinning and weaving wages for 16 years. 

In the past two years agreements under the Act have 
saved the industry from chaos in its industrial relations. 
But strikes were only narrowly averted in 1935 and 1936. 
Last year’s wage advances were achieved on the rising tide 
of recovery. The old gaps and starting holes in the in- 
dustry’s methods of negotiation have not been wholly 
blocked. The need to make wage agreements previously 
negotiated legally binding on all parties is still urgent. 

What, then, is the present position? In general, the 
future of wages in both sections cannot be separated from 
the industry’s ability, on the one hand, to take advantage 
of up-to-date methods of manufacture, and, on the other, 


to cut its own coat (in the shape of its resources of plant 
and men) according to the world’s diminished demand for 
British cloth. In weaving, labour problems are intimately 
connected with the movement to introduce the system of 
working more than five looms by one weaver. In spinning, 
the substitution of high-draft spinning and ring-spinning 
for the traditional method of mule spinning is similarly 
important in any estimate of the operatives’ future pros- 
pects. In the short view, these innovations, if accelerated, 
must lead to technological unemployment, which the new 
diversification of industry in Lancashire (where 80 per cent. 
of the cotton industry is situated) cannot meet by the provi- 
sion of fresh openings. In the long run, however, the new, 
compact, efficient and scaled-down industry, which alone 
can make profits in cotton manufacture, cannot be created 
without the fullest use of modern technical methods. On 
this showing the immediate outlook for the British cotton 
industry is hardly promising. Internal organisation may do 
something to restore its profitability, by increasing efficiency 
in production and marketing. But the industry can survive 
to supply its workers, managers and investors with 
adequate remuneration only by accepting a future of 
limited markets. 


Finance and Banking 


The War Loan Dividend. — The floating debt 
and Bank returns published this week have completely 
substantiated The Economist's forecast, made three weeks 
ago, that the Exchange Account’s surplus cash, obtained 
from the French repatriations, would be used to pay the 
War Loan dividend, the Account receiving tap Treasury 
bills in exchange. Last week the Bank return was obscured 
by the fact that on June Ist the encashment of the War 
Loan dividend warrants was incomplete, while public de- 
posits were still inflated through the fact that there were 
no Treasury bill maturities on Monday or Tuesday. This 
week’s return tells a different story. Public deposits are 
reduced from £24.9 millions to the normal level of £11.7 
millions, while bankers’ deposits have risen to £111.1 mil- 
lions. Meanwhile, the floating debt return for June 4th 
shows during the preceding week increases of £27 millions 
in “tap” Treasury bills and approximately £3 millions 
ip Ways and Means advances from public departments. 
These afé sufficient to finance thé bulk of the War Loan 
dividend payment. Taking all these movements together, 
our forecast of the part played by the Exchange Account 
is completely substantiated. Its surplus cash has now been 
returned to the banking system in the form of the War Loan 
dividend. It only remains to add that as the War Loan 
dividend payment is eventually made good out of revenue, 
the consequent reduction in the floating debt will fall on 
tender issues of Treasury bills and not on the tap bills 
which have just been taken up by the Exchange Account. 


* * * 


Netherlands Bank Report.—In the Netherlands 
Bank report for 1937, the President, Dr Trip, submits the 
so-called “new gold standard” to critical scrutiny, and 
compares it, much to its disadvantage, with the gold stan- 
dard in its orthodox and rigid form. He admits that under 
existing abnormal conditions the monetary and exchange 
mechanism based on the Tripartite Agreement has, on the 
whole, achieved good results; but he points to the depre- 
ciation of the French franc by nearly 50 per cent. as clear 
demonstration of the elasticity and imperfection of the 
Agreement. Its basic defect, he points out, is the dualism 
of thought on which it rests. On the one hand, the signa- 
tories fully recognise the necessity of stable exchange rates; 
but, on the other, each reserves to himself the right to 
change the value of his currency, if and when he deems 
that internal economic, social or political conditions render 
it desirable to adapt the value of his currency to that of 
some other power. This new gold stan@ard, says Dr Trip, 


under which the currency price of gold is made adjustable, 
preferably by international agreement, has a habit of work- 
ing in one direction only—namely, towards a continuous 
depreciation of currencies in terms of gold. In discussing 
the gold problem, Dr Trip makes some pregnant observa- 
tions. In order to belittle the fears of a gold glut, he points 
out that if the gold output had increased since the year 
1915 by steady annual increments of 3 per cent. of the 
existing stock (which is commonly reckoned as the normal 
rate of growth) the present gold production would be fully 
one-third higher than it actually is. He is not, therefore, 
inclined to attach undue importance to the fact that the 
recent rate of growth has been well above this proportion. 
His argument ignores the fact that the recent expansion in 
the rate of growth is a product of the higher currency price 
of gold and is, moreover, based on the weight and not the 
value of the gold produced. None the less, it helps to place 
in better perspective some of the wilder fears which have 
been expressed as to the disequilibrium between the rela- 
tive rates of increase in world productivity and the produc- 
tion of gold. 


* * * 


Discussing the situation in the Netherlands, Dr Trip 
points out that the reactions of economic and political 
developments outside the country have proved detrimental 
to the national finances. The position of the guilder, how- 
ever, is solidity itself; and the greater part of the Nether- 
lands Bank’s activities last year were aimed at preventing 
through the Equalisation Fund an unwanted appreciation 
of the exchange value of the currency. In order to ease this 
upward pressure on the guilder, a policy of encouraging 
foreign lending has been pursued. Unfortunately, actual 
lending has been kept within decidedly modest bounds, 
Owing to the scarcity of sound propositions received by the 
Dutch capital market. 


* * * 


May Clearing Bank Averages.—The May returns 
of the ten English clearing banks afford some further 
evidence of the effect of the French repatriations. Deposits 
have fallen since April by £4-8 millions and cash by 
£14-9 millions. The reduction in cash is easily explained 
by the early May transfers of cash to the Exchange 
Equalisation Account, and the consequent increase in 
public deposits and drop in bankers’ deposits. The War 
Loan dividend payment, however, is now, clearly, making 
this good, and even last May the banks were just able to 
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reserve their 10 per cent. cash ratio. The fall in deposits 

1s less than might have been expected, but the return 
shows an increase of {31-1 millions in discounts. 
Apparently most of the extra Treasury bills issued by 
tender during May are passing into the hands of the 
banks, while the Government’s disbursement of the 
proceeds of these bills helps to swell deposits and so 
to off-set the French withdrawals. 


(In £ millions) 


-~ - SE 


Apr., | May, 


: l 
| May, | Jan., | Feb., | Mar. 


| 1937 | 1938 | 1938 1938 | 1938 | 1938 
an i aa 
Capital and reserves 132°5 136:°0 136-0 136-0 136-0 136:0 
Acceptances, etc. ... 125°5 111:0 108-9 111-7 111-7 | 115-8 
Deposits (including | | | 
undivided profits, } j 

GER vn ckvachhatdéacesa 2,217°7 |2,292-4 | 2,243-4 2,216°7 2,229°8 | 2,225-0 

Total liabilities ... | 2,475-7 |2,539°4 2,488:°3 2,464°4 2,477°5 2,476°8 
Ge sevininetescaxwines 229°6 247-8 239°3 240°8 242-8 227:9 
Cheques, balances | 

and items in transit 68-7 64°5 65-4 63-4 63:3 | 66:0 
Money at call......... 163-4 149-0 139-9 146-2 145°2 141-2 
ENN as saxvsesees 242°8 329-8 286°4 237-0 247-0 278:1 
Investments ......... 641-4 621-2 618°4 619°7 623°4 616°3 
Loans and advances 936°6 948 :°8 962:°6 978°1 976-6 9638 
Investments in affili- | 

ated banks ......... 23°5 23:9 23:9 23:9 —s)| so 
Cover for accept- | 

ances, premises, | | 

ND ede vcctdasenters< | 169-7 158-4 152-4 155-3 155°3 159-6 

Total assets ...... 2,475°7 2,539°4 2,488°3 2,464°4 2,477°'5 2,476°8 


Both investments and advances are lower than a month 
ago. A similar decrease in advances did not occur a year 
ago. It would seem therefore that, owing to the recession 
and falling prices, the demand for credit is diminishing. 


* * * 


Exports to Turkey.—In a leading article on 
page 540 of last week’s issue of The Economist, we 
welcomed the conclusion of new agreements between 
this country and Turkey on the ground that, without 


overlooking the needs of existing British creditors, they 
provided fresh opportunities for trade between the two 
countries. That they provide facilities which formerly 
were unavailable is self-evident; that is their raison d étre. 
It would be incorrect to infer, however, that they are 
designed to produce a considerable increase in the volume 
of British exports, in general, to Turkey. Clause I of the 
main agreement, in fact, with its accompanying Schedule 
lays down specific c.i.f. totals, in Turkish pounds, for im- 
ports into Turkey of British goods (to be paid for by 
deposit in the special account set up under the 1936 Agree- 
ment, and by transfer through a sub-account of the clearing) 
every three months, under a long list of headings. A de- 
ficiency in actual imports under any category, in any one 
quarter, may be carried forward to the next. 


* * * 


Chinese Exchange Rationing.—Poor exchange 
allotments last week-end caused the Shanghai exchange 
for sterling to weaken to 10id. The Chinese Gov- 
ernment have decided to cease asking the banks to 
submit bulk applications for foreign exchange, which 
so far have been partially met upon a pro rata basis. 
Instead, the banks must now specify in detail the purposes 
for which they require exchange, and the Government will 
then discriminate. In practice, exchange is only likely 
to be granted to cover the import of necessities. The 
conference of Chinese bankers, held recently at Hankow, 
has decided to restrict remittances to areas under 
Japanese occupation. Dr H. K. Kung, who is both Prime 
Minister and Finance Minister, informed the conference 
that few banks had had to close since the outbreak of 
war, and that, even in those cases, the claims of the 
depositors had been met. It is clear, nevertheless, from 
the general tenor of the conference that the war and the 
world recession are inflicting severe strain upon Chinese 
economy. 


MONEY MARKET NOTES 


Foreign Exchanges 


The Bank Return 


WHITSUN currency withdrawals explain 
























THE London market has been very 
quiet. There has been very little busi- 
ness in French francs, and the spot 
rate has remained at Frs. 178}. For- 
ward francs improved slightly during 
the week, the three-months’ discount 
narrowing from Frs. 1}# to Frs. 14. 
The spot rate for belgas has, as usual, 
followed the dollar, but there has been 
a significant strengthening of forward 
rates, three months’ belgas having come 
in from 70 to 50 centimes. It is clear 
that the pressure on the belga has sub- 
sided and that the recent change in 
Bank Rate was justified. Sterling im- 
proved in New York early in the week 
from $4.944 to $4.934, on further Paris 


rumours of an impending devaluation 
of the dollar, and has since moved to 
$4.93. The weakness of the Shanghai 
dollar is discussed in a Financial Note. 
The latest rate in London is 94d. Re- 
cently there has been a speculative de- 
mand for Saigon piastres, based on 
the belief that they would be written up 
in terms of francs so as to make them 
conform more closely to the current 
price of silver. This caused some dis- 
turbance to both the spot and forward 
market in Saigon piastres against 
French francs. This speculative move- 
ment has now broken, and those who 
engaged in it are having to cut their 
losses as best they can. 


the week’s increase in the note circula- 
tion. The total expansion during the 
past fortnight is just over ten millions. 
The chief movements in the banking 


June 9, May 25, June 1, June 8, 
1937 1938 1938 1938 
£ mill. £ mill. £ mill. £ mill. 





Issue Dept. : 
CR Lc diedinins 321°3 326°4 326°4 326-4 
Notes in circula- 
OOD oc iecceskes 476°5 480:2 484-9 490-7 
Banking Dept. : 
Oo a 45:6 47:0 42:3 36°5 
Public Deps. ... 0-3 26°35 24-9 11-7 
Bankers’ Deps. 107:4 91:2 102-8 111°-1 
Other Deps. ... 36°8 36-1 35-5 35-4 
Govt. Secs. ......  101°2 95:7 109°7 111-4 
Discounts & Ad- 
WARRIOR + sc cnccens 4:8 9°5 8-9 7:9 
Other Secs. ...... 21:1 19-4 20:0 20:2 
Proportion......... 29°4% 30°5% 25:°9% 23:0% 
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department are the decrease in public 
deposits and further increase in 
bankers’ deposits. These are discussed 
in a Financial Note. Had it not been 
for the Whitsun currency withdrawals, 
the growth in bankers’ deposits would 
have been more marked. Whitsun also 
explains the week’s drop in the Reserve. 


* 


The Money Market 


Tue completion of the War Loan divi- 
dend payment has made money very 
— Biil rates, however, are firmer, 
or the banks have ceased to buy bills 
readily. There is no demand for July 
Treasuries, and the banks are not taking 
August Treasuries at less than 3} per 


June 19, June2, June 9, 
1937 1938 1938 
y oo 


% v0 "9 
te: cnintgicninnictns 2 2 2 
London Deposit Rate... ip ly ly 
Short Loan Rates : 
Clearing Banks ...... ip-1* Ig-1*  ig-1* 
ee is io—Sg ip—Sg 
Discount Rates : 
Treasury bills c- 1lig lp 1p—9ig 
DUD: eeccemanposunecese lijg—5g 81g 19595 


* Viz. 12 per cent. for loans against Treasury bills 
and other approved bills and British Government 
securities in six months of maturity. % per 
cent. from loans against 1 per cent. Treasury bonds 
and other gilt-edged stocks within six months of 
maturity. 1 per cent. for loans against other 
Collateral. 
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cent. They are prepared to take bills 
at 4 per cent. only if they can obtain 
mixed parcels of June and August 
Treasuries. 

This change in attitude on the part of 
the banks is a purely seasonal move- 
ment, for the banks are merely engaged 
in preparing for their June 30th balance 
sheets. For this reason rates are likely 
to remain firm during June, but are 
equally likely to return to their normal 
weakness in July. 


* 


The Bullion Market 


THe London price of gold has stood 
this week at too high a premium to 
permit of arbitrage operations against 
the dollar. An additional deterrent was 
the narrowness of the foreign exchange 
market in dollars, and the tendency of 
the dollar itself to weaken against ster- 
ling. In these circumstances the demand 
for gold came only from the Con- 
tinent, and even this was on a slightly 
smaller scale than usual. 

The renewal of the American-Chinese 
silver agreement imparted a little 
greater strength to the London market. 
The agreement was due to expire on 


Investment 
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June 30th, but it has now been renewed 
for an unspecified period. The amounts 


Silver, 


Gold price per oz. 
standard 
Date 
Price —— | mt. | Two 
per fine Dis- dealt | Cash Mths. 
oe 7 
* 

1938 «|. a.| a. |gr000| a. | a. 
June 3... |140 9 |llopm; 355 19li¢ 1854 
» 4 ... 1140 8 iMigpm 255 19li¢ 1854 
» 7 .. 1140 7 |lgpm|) 578 19 | 1854 
» 8 1140 5lo lpm 227 1815i¢ | 185g 

» 140 6! 


| » lig pm) 252 19 | 


* Above or below American shipping price. 
The New York price of silver remained at 43 cents 
per ounce -999 fine during the week. 


which the United States is to purchase 
and the price to be paid have not been 
disclosed. This news caused sellers to 
hold back, while there was some bear 
covering and American trade buying in 
London. The price now is well up to 
the American parity, and in the opinion 
of some observers is high enough. On 
the other hand, London stocks are very 
low, while the United States is still 
ready to take any silver on offer. Gene- 
rally speaking, the London market is 
now narrow and sensitive, and so any 
movement either way might serve to 
shift prices. 





-, Building Society Policy.—In recent years the chair- 
man of the Building Societies Association has enjoyed the 
pleasant task of describing the continued progress of the 
movement. At the Association’s conference this week 
Mr Walter Harvey was faced with the less inviting re- 
sponsibility of commenting upon the fall in new mortgage 
business last year. Mr Harvey pointed out that new 
advances showed a decline from £140.3 millions to £136.8 
millions, while repayments on existing mortgages repre- 
sented as much as 63.7 per cent. of the new advances. 
He confirmed the suggestion made in our recent survey of 
the movement that this proportion would tend to increase, 
and, in an important passage in his speech, examined the 
potential outlets for an increasing volume of “ return 
money” at a time when the demand for middle-class 
housing finance is tending to fall. Mr Harvey made the 
dual suggestion that industrial properties, flats and small 
houses for rent might absorb an increased proportion of 
building society funds, while the local authorities might 
also employ the resources of the movement in “ the great 
housing enterprises” which they are commissioned to 
undertake. Mr Harvey spoke no less frankly on certain 
matters of domestic concern. The problem of war risks 
insurance has recently been pressed by the Council upon 
the Government, though so far with negative results. A 
movement with mortgage assets of £636 millions is neces- 
sarily exposed to the risk of heavy losses from war damage, 
and its leaders do not regard the issue as closed. The 
chairman also referred pointedly to new practices in deal- 
ing with properties in possession, in which, he suggested, 
the Chief Registrar might see a concealment of the true 
position regarding certain accounts. Both in its examina- 
tion of current problems, and in its forward-looking vision 
—for Mr Harvey described the revision and enlargement 
of building society legislation as “ most necessary ”—the 
chairman’s speech deserves consideration by building 
society executives and investors. 


* * * 


German Potash Reconstruction .—British holders of 
German Potash 7 per.cent. bonds will find the following 


details of the reconstruction of the operating group (com- 
municated by our Berlin correspondent) of especial interest. 
The complete amalgamation of the potash group, which 
has consisted of the Kaliwerke Salzdetfurth, Kali Aschers- 
leben and Westeregeln companies, hitherto only associated 
concerns, was decided on December 22nd last year. The 
fusion of the assets of the two latter companies with those 
of the first is now announced. This involves an increase 
in its capital from Rm. 28 millions to Rm. 44 millions, 
and its title is to be changed to Salzdetfurth A.G. 
This will be a holding company, for the potash works of 
the three companies, together with works of certain minor 
undertakings, are to be administered by a newly-created 
associate company—Vereinigte Kaliwerke Salzdetfurth— 
while certain Westeregeln electro-chemical and other under- 
takings are to be consolidated in another new company— 
Alkaliwerke Westeregeln G.m.b.H. The foreign potash 
loan, on which interest and amortisation is provided out of 
foreign currency proceeds from the group’s export trade, 
is stated to have amounted (on a gold basis) to 
Rm. 37,947,427 on January 1, 1937. This debt will be 
apportioned between the new Salzdetfurth A.G. and the 
new Vereinigte Kaliwerke Salzdetfurth in such a manner 
that the joint liability to foreign creditors remains intact. 
The new balance sheet of the first-named company shows 
Rm. 16,237,000 as its “share of the pound or dollar loan of 
the Potash Syndicate”; that of the Vereinigte Kaliwerke 
Salzdetfurth Rm. 19,326,641 under the same heading. The 
new holding company, Salzdetfurth A.G., is to pay a 
dividend of 5 per cent. for 1937; later, it is understood, 
a further 4 per cent. will be distributed in respect of the 
first half of 1938. In future the group’s trading year will 
commence on July Ist. 


* * * 


Industrial Profits in May.—The trend of industrial 
profits published during May shows the same characteristics 
as in recent months. The rate of increase over the profits 
of the previous year is still satisfactory, but it is lower than 
the increase recorded by a similar (though not identical) 
set of companies a year ago. 


i ae — 


—EE 


ee —_s 


0 ————E 





June 11, 1938 

dentinal tie — - ' — 

Year and — Net | 2 | Year and ” Net —— 
> * . by * . 

Month Co. Profits | year | Month Cas: | Profits | year 
—_—_—_— 1 — ed tidied eas 
1936 | £ 1 % 1937 £ % 

) rr | 269 | 27,354,879 | 9-41 | June ...... 265 43,924,563 | 21-19 

BP cetand | 214 | 26,140,561 535°SO 1 JUEP  cccece 193 | 15,260,299 19-62 

July ...... 228 | 14,337,131 | 15°69 | Aug. ...... 62 6,042,402 | 9-41 

BE, cideus 47 5,562,452 | 14:21 | Sept....... | 81 7,269,607 | 27:80 

Sept....... | 107 | 9,074,987 . 30:88 | Ge és .dc0 177 | 14,884,260 | 26:97 

Oct. 146 | 8,104,438 | 18:09 | Nov. ...... | 206 | 23,579,407 20°25 

INOW. 2.000. | 177 | 15,591,516 | 13°49 | Dee, ...... 152 | 18,101,112 | 14°69 

BES kdbees 175 | 18,438,723 | 15-49 } | 

1937 ' 1938 

{on seceee | 110 | 13,222,882 | 15-92 | Jan. ...... | 107 | 13,832,382 | 19°90 

RN oa 208 | 27,956,588 8:95 | Feb. ...... | 202 | 29,792,378 5-52 

March 307 53,554,168 | 12°52 | March 337 | 56,721,336 | 9:19 

| ee | 245 | 31,712,217 | 23-36 | April ... | 225 | 28,481,318 | 17°19 

May 255 | 25,053,946 | 14:0 9 May ...... | 320 | 45,915,238 | 11:42 


* After debenture interest. 


The results are well spread over the 24 groups included in 
our analysis, though rubber and tea companies somewhat 
affect the results. Together they account for some 5 per 
cent. of total profits, but for 21 per cent. of the increase. 
Oil companies (which form the largest single group) have 
also contributed substantially to the improvement shown 
Jast month. Textile concerns, on the other hand, help to 
offset the influence of the commodity companies, for they 
showed a small setback compared with the previous year. 
Industrial profits continue to rise, but at a significantly 
reduced rate. 


* * * 


British Investments in Oil.—-How large a stake has 
the British investor in the oil industry overseas? The ques- 
tion is topical, and an article in a recent issue of the 
Petroleum Press Service seeks to provide an answer. On 
the basis of Sir Robert Kindersley’s latest estimates (for 
1936), it appears that the nontinal amount of British 
capital invested abroad in oil ¢ompanies amounted to 
£126.6 millions, or 64 per cent. of the country’s aggregate 
commercial investments overseas. This sum was made up 
as follows: — 


Million £ 
Share capital in British companies operating abroad... 106-8 
Loan capital in these Companies. ..............sseeeeeees ‘ 1-8 
Share capital in companies registered abroad............ 18-0 


That these figures considerably underestimate the market 
value of the securities will be appreciated when it is 
pointed out that the total paid-up ordinary capital of the 
better-known British oil companies amounted to about £91 
millions at the end of 1936, whereas the average Stock 
Exchange valuation of their shares in that year exceeded 
£290 millions. Through these large holdings the British 
investor shares in the control of companies with an annual 
production of 45 million tons of crude oil, equivalent to 
18 per cent. of the world total. From them he secured in 
1936 an income of £15,319,000—an average return of 
12 per cent., against a comparable average of only 5 per 
cent. for the £1,922.4 millions of Britain’s commercial 
investments overseas. Moreover, when allowance is made 
for the value of British materials purchased by the oil 
companies, for the net earnings of the tanker fleet and for 
the value of the tankers built in British shipyards, it is 
calculated that Britain’s oil investments yield an aggregate 
annual income, direct or indirect, of almost £43 millions. 
This huge sum would be more than sufficient to pay for 
the whole cost of Britain’s annual peace-time imports of 
petroleum products. 


* * * 


Insurance Share Index.—The steady recession 
shown by our index of insurance share prices during 1937 
continued during the first quarter of this year. The fall 
in the average figure between December 31, 1937, and 
March 31, 1938, was practically 10 per cent. The indices 
are based on the course of an investment of £1,000 in 
1913 in the ordinary shares of each concern represented, 
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allowance being made for bonus issues by assuming that 
rights are sold and additional shares purchased. Details of 
the index are given below: — 


ret ee a 
> | | Mar. June | Sept. | Dec. Mar. 
Company 1936 | 1937 | 31, | 30, 30, | 31, 

<s | 







31, 
1937 | 1937 | 1937 | 1937 | 1938 

} | 
. ee” 4 ——s 2 4 z o Ra ~ 
IO ccateditevbossesesics | 2,525 2,341| 2,310| 2,184) 2,226) 2,268! 2,058 
Asie aasscsd +» | 3,968) 3,698] 3,682) 3,619) 3,619] 3,809) 3,428 
Caledonian . - | 5,164) 5,457) 5,535) 5,284) 5,284) 5,032) 4,655 


C ommercial Union 
Employers’ Liability 
Equity and Law ..... 
General Accident... 
Gresham Fire 


.+ | 4,870) 4,490) 4,354) 4,571 4,354) 4,354) 4,136 
- | 2,540) 2,509) 2,477) 2,522) 2,567! 2,432) 2,117 

| 5,909; 6,986) 6,785) 6,428| 6,428) 6,517) 5,604 
.» | 14,716) 14,582) 15,332! 14,332) 14,666) 14,332) 11,999 
. | 5,016) 4,571; 4,381; 4,381! 4,381) 4,286] 4,190 


te RN, | 3,793) 3,548! 3,487| 3,436| 3,384) 3,384, 3,128 
Legal and General ......... 13,716), 12,944) 12,678) 11,913) 11,749) 11,475! 9,836 
Lite Asscn. of Scotland ... | 3,932! 3,792) 3,994) 3,828] 3,638} 3,590) 3,447 
London and Lancashire ... | 5,676) 4,962) 5,077) 4,769| 4,692) 4,616, 4,231 
London Assurance ......... | 3,293) 3,172! 3,202) 3,153} 3,056| 3,056) 2,668 
North Brit. and Tee | 6,975; 6,433) 6,497) 6,306] 6,115) 5,860 5,096 
NOTCREER ....ccereccecenceeses 2,597| 2,395] 2,448, 2,388] 2,448) 2,388 2,149 
DOE's sovctssdecbohadhuias 2,177| 2,025} 1,996! 2,063) 2,070, 2,097| 1,860 
PRION cncakGivonanackic 3,669| 3,369) 3,357) 3,213) 3,261) 3,261) 3,069 
Royal Exchange ........... 5,499) 5,090) 5,114) 4,990) 5,052) 4,805 4,436 
aig Beat ceccnsaen | 3,366] 3,129; 3,097) 3,054] 3,011} 2,925) 2,753 
Scottish Life ............... 4,761| 4,192) 4,382] 4,270) 4,101/ 4,101/ 3,933 
Scottish Union & National | 5,490| 5,352| 5,176) 5,028) 5,176| 4,880, 4,584 
DOTTIE os ccteciccsnecticc. | 3,316; 3,093} 3,067) 3,022) 3,022) 2,933) 2,667 
DONE IIS cassiscsimibinitore’ 3,375| 3,193) 3,022) 3,274) 3,123) 3,224) 3,174 


on | 
 ivincetitcinacennins | 4,091) 3,762) 3,762} 3,711) 3,504; 3,556) 3,401 


It will be seen that, during the March quarter, the 
index number for every component company included 
in the table registered a fall. 


* * * 


‘* Placings.’’—An inevitable consequence of a mori- 
—_ market for new industrial capital issues is the resort 

“ placings” by established concerns. During the past 
few weeks, such operations have become a feature of the 
capital market. Apart from issues to shareholders (such as 
the Clyde Valley Electrical issue of 1,050,000 ordinary 
shares at the beginning of the month), placings have been 
carried out in respect of Mitchells and Butlers “A” 
debentures, Spurling Motor Bodies ordinary shares, 
Hawker-Siddeley Aircraft and Electrical Distribution of 
Yorkshire stock. It is many months since “ placings ” were 
officially frowned upon, and to a Stock Exchange which 
now welcomes new business, no matter how small, it is 
hardly likely that the recent tendency to rely to a greater 
degree on this method of finance will evoke either sur- 
prise or criticism. The method may only be adopted by 
municipalities in respect of loans net exceeding £250,000. 
There is no evidence that this limitation involves any hard- 
ship, or that the Stock Exchange has lost business through 
its operation. Chichester’s placing of £250,000 34 per cent. 
stock, 1958-63, is a case in point. This non-trustee bor- 
rower has been able to place its stock on similar terms to 
the London County Council’s recent issue, with only ten 
years’ reduction in the average life of the loan. 


Company Notes 


Edmundsons’ Finance.—Interest in the report of 
Edmundsons’ Electricity Corporation for the year to 
March last will inevitably be concentrated on the far- 
reaching programme of structural reorganisation which 
the board is now carrying through. The revenue account 
itself follows the expansionary line of previous years. 
Trading profits (a considerable part of which has again 
been earned from contracting services rendered to sub- 
sidiary companies in the group) have increased appre- 
ciably from £208,587 to £281,737, but dividends applic- 
able to the year and other income were slightly reduced. 
The 9 per cent. ordinary dividend is covered by earnings of 
11.8 per cent., and after reserving £30,000 from revenue, 
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the balance carried forward is nearly doubled at £98,184. 
The latest profits are analysed below : — 
Years to March 3ist 


1936 1937 1938 

Trading profits .................. 196,693 208,587 281,737 
Dividends and other income... 527,778 589,563 585,872 
OUR PROOMES .0...00000s0cccceccee 724,471 798,150 867,609 
Expenses, fees and interest .. 48,374 33,675 78,468 
a nites at etwentate 37,245 43,130 51,000 
Debenture service ............+.- 128,599 200,978 203,022 
Preference Givs. .........c0cseseee 111,760 111,760 113,211 
Ordinary stock :— 

ett iatesckcbeteaniibiabacstt 398,493 408,607 421,908 

ESL sbedsdispesickcnssresbsoone 299,200 336,600 344,200 

TT cdc cacpechonasoecken 11-5 11-6 11-8 

PE edtimedintswsdpittinchsvdne 8 ¥ ot 
Reserve fund™ ............00.00008 50,000 30,000 30,000 
Carried forward ................++ 49,720; 50,477¢ 98,184 


* Not including direct transfers of capital profits. 
t After writing off new issue expenses of £44,150 and £41,250 
respectively. + And capital bonus of 50 per cent. 


Changes of capital and grouping, however, will interest 
the far-sighted investor even more than these results. In 
the first place, the board proposes to distribute a 50 per 
cent. capital bonus. During the past year the reserve fund 
has been raised from £713,484 to £2,597,530, and 
£2,250,000 of this sum will be required for the bonus. 
The Urban Electric carried out a capital reduction, and 
distributed a large part of its accumulated reserves, follow- 
ing the acquisition by the parent Corporation of the Urban 
Electric interests in Cornwall Electric and East Anglian 
Electric. Other changes designed to consolidate and unify 
the areas under the Corporation’s control appear no less 
important. For example, it has acquired from “ Three 
Counties” Electric (a direct subsidiary) the controlling 
interest in South Wales Power, while the Ramsgate and 
District Electric holding has been sold. The board hopes 
to carry the process of consolidation further, so that, 
within a year or two, the group will consist of Edmundsons 
and only ten or twelve direct subsidiaries, compared with 
16 direct subsidiaries and 32 sub-subsidiaries a year ago. 


* * * 


The importance of these changes in relation to any 
steps which may ultimately be taken to reorganise the 
electricity supply industry needs no emphasis. The Cor- 

oration’s grouping is simplified—it will be noted that it 
as set up an independent power company by acquiring 
direct control of South Wales Power—while its geographi- 
cal sections have been rendered more compact. Earnings, 
of course, will be unaffected by the capital bonus, and the 
directors explicitly point out that the annual dividend in 
future will not be maintained at the 9 per cent. rate 
paid in each of the last two years. Assuming that no 
change is shown in the earnings position, the basic divi- 
dend in future may thus become 6 per cent. payable 
from earnings of approximately 8 per cent. Such rates are 
in closer accord with those commonly experienced in the 
utility industries. The £1 ordinary stock units rose to 
38s. 3d. on the report, and yield £4 14s. per cent. on this 
basis. 


* * * 


Royal Dutch Report.—The market was somewhat 
disappointed with the Royal Dutch dividend declared 
last month, and the directors themselves confess that the 
financial results of the past year did not entirely fulfil the 


high expectations which it had evoked. The balance of 


net profit has increased by the relatively modest proportion 
of 3} per cent. from FI1.84,866,253 to FI1.87,617,256. 
Dividends received from interests in the group showed 
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a more spectacular increase from F1.74,700,355 to 
F1.91,409,015, but exchange differences which in 1936 
provided a profit exceeding F1.10 millions, involved a loss 
during 1937 of nearly F1.3 millions. The adventitious 
profit arising from the devaluation of the guilder in 1936 
has been succeeded by a loss on dollar investments 
(reduced by a profit on sterling investments) during 1937. 
In the following table and chart we show the distribution 
of profits in recent years :— 
Calendar years 


(in Fl, 000’s) 
1935 1936 1937 
Dividends and interest received 57,302 79,531 96,102 
Exchange differences ............ Cr.772 Cr.10,264 Dr. 2,938 
8h accepts cc ces 58,074 89,795 93,164 
Administration, etc. ............ 327 376 1,222 
Debenture service ............055 3,468 4,553 4,325 
Preference dividends ............ 60 60 60 
Ordinary dividends ............ 52,881 83,098 85,616 
a ks 103 164 17 
Commissaries, bonus, etc....... 865 1,817 1,930 
Carried forward ........cccccccces 919 801 812 


ROYAL DUTCH DISTRIBUTIONS 1928-37 


we eel 


" 928 1930 1931 1932 1933 1934 1935 1937 





Since the amount of undistributed profits in recent years 
has been small, our chart has been drawn to show the 
actual amounts distributed on debenture and preference 
capital combined, and on the ordinary shares. 


7 ~ 7 


The Royal Dutch report, however, is a review of an 
industry. World production and demand was unpre- 
cedented in 1937. In the following table, we reproduce 
the company’s estimates of world production of crude oil, 
with particulars for the leading eight countries :— 

PRODUCTION OF CRUDE OIL IN Metric Tons 


1936 1937 
RE (oc M oc cans oecdineniwonaebee 149,464,000 173,734,000 
Russia (inc, Sakhalin) .............. 27,416,000 28,397,000 
I et cue cdcssacsdndeebians 22,939,000 27,723,000 
cil ati Bk ko ncelins mentee 8,329,000 10,330,000 
Netherlands E. Indies ............. 6,387,000 7,189,000 
EN toto Be lees ecemanabes 8,704,000 7,147,000 
SR Lib scidscnbededeciniookemecetedde 5,947,000 6,751,000 
NE cunsesdniadnsdoundueetudlessesenqued 4,070,000 4,314,000 


World production .............s006 247,130,045 280,940,560 


World production amounted to almost 281 million 
metric tons, a figure which exceeded all previous records, 
while the increase of 33 million tons recorded over 1936 
has never been excelled. Production increased most in the 
United States, Venezuela, Iran, and Bahrein (which 
produced 1,061,000 tons against 639,000 tons in 1936). 
In America, consumption reached the high figure of 
1,185 tons per 1,000 inhabitants, compared with 1,000 
tons in 1936, and with 252 tons per 1,000 inhabitants in 
Great Britain in last year. The directors see no sign of the 
approach of saturation point in America, and they are 
confident that Europe is only at the beginning of a pro- 
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mising development in consumption. Nor do they anti- 
cipate any shortage of supplies over the long period. At 
the end of 1934, for instance, total reserves available for 
North America were estimated at 13.6 milliard barrels. 
After 3.4 milliard barrels had been withdrawn, the reserves 
at the end of last year were estimated at 15.5 milliard 
barrels. Technical progress and drilling economies render 
such estimates, in the directors’ phrase, of no more than 
relative value. From the detailed review of the group’s 
interests in various countries, investors will note that the 
directors regard the future of the Mexican Eagle concern 
“with grave anxiety.” 


* * * 


Boots Pure Drug Valuation. — For several years 
certain holders of Boots Ss. ordinary shares have watched 
with some impatience the waxing financial strength of the 
parent company and the growing muster of reserves re- 
tained by the subsidiaries. Recurrent disappointment over 
the absence of a capital bonus has always been tempered 
by the reflection that the melon, when eventually divided, 
would be the larger and more succulent. But the absence 
of any bonus announcement in the jubilee year profits 
declaration last month brought even the perennial optimists 
to rein. Moreover, the full report confirms the fall in 
trading profits from £966,116 to £940,333, although this 
decline is explicable, it would appear, largely by the inci- 
dence of N.D.C. Earnings for the ordinary dividend, of 
which 24 per cent. is paid, less tax, and a 5 per cent. bonus, 
tax free, are reduced from £695,915 to £607,774. Reserve 
fund receives no further addition—it stands at £2,000,000, 
compared with an issued ordinary capital of £1,600,000— 
but a total of £122,133 is applied to freehold property and 
development reserves. It is somewhat difficult to assess the 
proper valuation of the shares. The group’s earning 
capacity is ample—last year’s distribution was covered by 
earnings of 43.3 per cent. gross—but the 5s. shares, at 
39s, 3d., are clearly higher than well-covered but stable 
dividends alone would warrant. Free and contingency 
reserves, together with the balance at profit and loss, exceed 
the ordinary capital by nearly £1,000,000. Yet the mere 
existence of these reserves provides no direct indication of 
future dividend policy, and to justify the present yield of 
£3 18s. 6d. per cent. on the ordinary shares, more generous 
distribution of profits, either on the existing capital or by 
maintaining the present rate on an increased capital, would 
appear to be called for. The board’s dividend record 
during the past decade suggests that such a change might 
not lightly be made. 

* * . 

Coast Lines Position.—The considerable changes in 
the assets and capital structure of this company in recent 
years prevent an accurate assessment, from current earn- 
ings alone, of its real progress. The latest financial results 
(showing an increase in earnings of over £10,000) must, 
however, be regarded as satisfactory. In 1935 preference 
arrears were paid off and ordinary dividends resumed, and 
although the ordinary distribution has since been main- 
tained at 44 per cent., last year was the first in which it was 
covered by current profits, as we show in the following 
table : — 


Years ended December 31, 
1935 1936 1937 


£ £ 
Net earnings, after depreciation. 364,109 289,103 299,590 


Taxation and fees ..............0005 31,389 1,444 9,400 
Debenture interest .................. 100,000 38,926 Juz 
Preference dividends ............... 564,375¢ 161,250 194,250 
Ordinary shares :— 
BD <4 Suu cachbedubesveadeae 71,470* 87,483 95,940 
Ne ss hac ahedistbstidindtanaiil 90,000 90,000 90.000 
ie a Sl 3: 6* 4-4 4-9 
ah uasncrtecnisnvernsisccsanie 4} 4} 4} 
I F555 ranks euEh ssh bs cutis ce ti 225,000 100,000 
Invests., exes., etc., written down 165,000 ac 15,875 
From subsids. undistr.profits,etc.Cr.528,911 Cr.77,165 i 
Profits from group’s sales ......... Cr.33,450 Cr.136,301 Cr.110,127 
CI BIN oss nos sins vtnssecdss dcr 119,063 105,012 105,204 
+ For 3) years. ™* After charging only one year’s preference 


dividends. 
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invites enquiries regarding the 
potentialities of mining in 
the colony 


Southern Rhodesia to-day offers a 
profitable field of investment to 
Companies undertaking exploration 
and mineral investment. 


The colony is rich in Asbestos, 
Chrome, Tungsten, Coal and 
numerous other minerals. 


Gold mining is in a flourishing 
condition and its further develop- 
ment is awaiting capital. 


£100,000,.000 IN GOLD 


ALONE HAS BEEN 
PRODUCED IN THE 
LAST FORTY YEARS, 
AND NUMEROUS 
PROSPECTS AWAIT 
INVESTIGATION. 


THE COUNTRY’S VAST 
MINERAL WEALTH 
REQUIRES MORE 
DEVELOPMENT 


MINERAL PRODUCTION FOR 1937 
EXCEEDED £7,400,000 


Enquiries may be addressed to The Secretary, 
Department of Mines, Salisbury, Southern Rhodesia 


or to 


The High Commissioner for Southern Rhodesia, 
Rhodesia House, 429, Strand, London, W.C.2. 
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Beginning in 1933, when prices for new construction were 
distinctly favourable, orders for 24 motor ships were placed, 
and it seems that, with the delivery of six vessels in 1937, 
this particular programme is completed. The construciion 
of new tonnage for subsidiaries, however, continues. The 
balance sheet (now presented in an improved form) shows 
£342,000 (against £76,000) advanced for this purpose to 
date, financed by a bank loan which is to reach £380,000 
in all. Reference was made last year to rising operating 
costs, but the company is relieved from the full incidence 
of higher coal prices, since many vessels are equipped with 
oil burners. Simultaneously, the financial structure of the 
company has also been improved. Both in 1936 and 1937 
the subsidiaries distributed all available profits (the last 
special dividend from undistributed profits being received 
in 1936). Profits from sales of investments and vessels, 
however, have been considerable, and in addition £500,000 
(representing the bulk of a profit on the liquidation of the 
British and Irish Steam Packet group) has been applied 
to reducing the value of investments in subsidiaries. These 
various realisations and the new construction work involve 
extensive changes in the balance sheet. Investments in sub- 
sidiaries now stand at £4,625,491 net, against £6,082,329 
including interests in the liquidated companies. The book 
cost of the fleet is higher, cash has fallen from £120,346 to 
£27,444, while liabilities in respect of new tonnage amount 
to £401,700, against £138,560. The issued capital has been 
increased by £550,000 6 per cent. convertible preference 
shares, mainly in connection with the British and Irish 
Steam Packet liquidation. The report conveys the impres- 
sion that Coast Lines are satisfactorily consolidating their 
position, though a yield of £7 8s. per cent. on the £1 
ordinary shares of 12s. 14d. reflects the uncertain outlook 
for the shipping industry. 


* * * 


William Cory and Consett Iron.—The _ latest 
reports of William Cory and Consett Iron are both 
indicative of the improvement in the heavy industries and 
coal trade during the past year. William Cory and Son 
is a coal merchanting organisation, with branches through- 
out this country and the world. It acts as agent for the 
sale of fuel produced by the Powell Duffryn group, and 
as bunker oil fuel agent for Anglo-Iranian Oil. The 
latest figures show an increase in trading profits, after 
depreciation and tax provisions, from £728,536 to 
£777,338. The ordinary dividend, recently announced, 
is maintained at 20 per cent., and is covered with the satis- 
factory margin of 64 per cent. No further addition is made 
to reserve, which already stands at £2 millions, and the 
customary financial strength of the balance sheet is 
reflected in holdings of trustee and other securities 
entered at {3,607,041 which had a market value at 
March 31st of no less than £4,107,379. In the following 
table, we set out the results of the company during the 
past two years, together with those of Consett Iron :— 


Years to March 3lst 


| William Cory & Son Consett Iron 








1937 1938 1937 1938 
e _& £ 
Total protits, after tax 728,536* 777, 538* 729,976 847,953 
MPapseciatiem <......20020. 200000000 os i 325,000! 355,000* 
Expenses .......... . 9,000 9,000 7,903 8,000 
Debenture service J : se 112,062 90,500 
EEE ‘snacconkasovecepe a 42,500 42,500 40,000 40,000 
| 
Ordinary shares :— 
PEN Siicsncnsekpanecossoescorce 677,036 725,838 245,011 354,453 
UID skews nsscncssscsccesescscssess 590,019 590,019 210,000 280,000 
DEE “Ay. euiipsibenpescesoeses 23°§ 26:3 9-2 13-7 
ee ie eansins 20 20 To 10 
} 
Ni a rdecessniinnct | 200,000 | en mee sai 
Carried forward ................+. 839,939 975,758 141,499 215,952 
* After depreciation. t Of which £200,000 each year to reserve for 


extension of plant. 


William Cory’s dividend record scarcely suggests that 
it operates in an industry which has only recently passed 
from extreme depression into recovery. Its history, in fact, 
is wholly dissimilar from that of Consett Iron. The latter’s 
reconstruction scheme in 1936 proves to have been well 
timed. During the year to March, 1937, profits amounted 
to £729,976 after taxation, and this figure has been 
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substantially exceeded in the latest year. Profits on the 
same basis have advanced to £847,953, and the increase 
has been roughly divided between the ordinary share- 
holders—who receive a dividend of 10 per cent. against 
74 per cent.—and the company’s own coffers. William 
Cory ordinary shares yield exactly 5 per cent. at the cur- 
rent price. of 80s., while Consett Iron yield 84 per cent. 
at 8s. The former have the advantage that dividends dur- 
ing the past decade have never fallen below 15 per cent. 
Consett Iron, on the other hand, must be regarded as 
exposed to trade conditions on the North-East coast, both 
for shipbuilding work and coke, of which the company is 
an important producer. 


* * * 


Guest, Keen and Nettlefolds.—The preliminary 
profits figures of Guest, Keen and Nettlefolds, like those 
of other steel companies published recently, show an ad- 
vance in marked contrast to the recent market behaviour of 
the shares. From the announcement, it may be inferred 
that trading profits, before depreciation, amounted to 
£1,326,733, a total which represents an advance of some 
15 per cent. over the previous year’s level of £1,150,525. 
The final dividend of 44 per cent. tax free makes 7} per 
cent. tax free, compared with 6 per cent. for the year to 
March, 1937. After providing £101,267 for debenture 
service, and £150,000 for depreciation, net profits amount 
to £1,075,466 (against £898,728) and ordinary earnings 
to £748,734 (against £571,996). The dividend is covered, 
in fact, by tax-free earnings of 11.6 per cent. At the current 
price of 25s. 3d. the £1 ordinary stock units yield no less 
than £8 12s. 6d. per cent. gross. This yield is high, even 
in the steel share group, and it measures the fear that 
earnings a year hence may tell a different story. 


* * * 


Investment Trust Problems. — Investment trust 
stockholders will find little support in recent chairmen’s 
speeches for the belief that the operation of the much- 
discussed time-lag will protect their revenue in the near 
future. Without being exactly pessimistic, the spokesmen 
have not held out high hopes of a continuance of the rising 
trend of earnings. In some cases, the uncertain outlook in 
international politics has been invoked as a reason for not 
making public any estimate at all of the way in which 1938 
revenue may compare with that of 1937; more often some 
diminution in revenue is forecast, though most chairmen 
hope that it will not be serious. Lower dividends from the 
United States are inevitable. The Brazilian default has been 
another disturbing factor. Payments of arrears of interest 
and dividend by home companies are now diminishing in 
importance. Trust chairmen, discussing the valuation of 
investment portfolios, have revealed some of the difficulties 
of making changes in holdings and in offsetting “ quality ” 
against considerations of immediate revenue or of capital 
value. Mr D. M. Touche, for example, is a firm believer 
in the principle that quality pays. The Sphere Investment 
Trust, he explained, had always held large lines of leading 
industrials. Yet these, paradoxically, suffered most in a 
period of forced liquidation in the market as a whole, 
because they were most readily saleable. Mr J. H. Clifford 
Johnston also discussed the illogical nature of a result 
which gave, as compared with a year ago, a higher revenue 
and a lower valuation for a largely unchanged portfolio. 
Sir John Cargill dwelt upon the difficulties of obtaining 
high-class bonds and preference shares at suitable prices, 
but expressed the intention, on behalf of one of the trusts 
of which he is chairman, of reverting as soon as practicable 
to a mainly fixed-interest portfolio. Mr M. Hely Hutchin- 
son, in reply to questions at the first meeting of the First 
Conversion Investment Trust, explained that if the invest- 
ments taken over from the British Empire “ A” unit trust 
holders had been left undisturbed, dividends would have 
been somewhat lower, but the depreciation in capital value 
would have been considerably less. If the investments had 
been sold and the proceeds re-invested in gilt-edged, asset 
values would have been maintained but revenue halved. 
Plainly, the investment trusts are finding that, under 
present conditions, the text-book advantages of “ switch- 
ing” their securities are elusive. 
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The Week’s Capital Schemes.—-Of this week’s 
capital schemes, that of the Trust and Agency Company of 
Australasia is undoubtedly the most interesting to the 
investment analyst. The company’s capital consists of 
£414,377 of 4 per cent. debenture stock, £1,000,000 of 
5 per cent. preference stock and £100,000 paid-up ordinary 
capital, subscribed in respect of £10 shares which are £1 
paid. But at various dates since 1863, payments have been 
made on some 45,021 ordinary shares, in advance of calls, 
of the uncalled balance of £9, and on these sums interest 
has been paid free of tax. On this part of their capital, 
the ordinary shareholders concerned have ranked on an 
equivalent footing to the debenture-holders. Meanwhile, 
the preference shareholders’ dividends are in arrear since 
the end of 1932. The circumstances, it will be seen, are 
unusual, if not unique. The directors propose that prefer- 
ence arrears should be cancelled, to the end of 1937, and 
that the shares should in future carry 4 per cent. 
dividend. Secondly, the amounts received in advance of 
calls, totalling £405,189, are to be deemed to be called 
up and to cease to rank for interest. On the “ non-option ” 
shares (i.e. those at present only £1 paid) a call of £1 per 
share is to be made, and £1 will be written off all the 
ordinary shares. In short, the resulting ordinary capital will 
consist of 45,021 shares of £9, fully paid, and 54,979 
shares of £9, £1 paid and £8 uncalled. The senior capital 
will remain intact. It is doubtful if the limitations of 
partly-paid capital as a device for protecting the creditor 
have ever produced greater complexity. The preference 
shareholder, who will in future have a vote if his dividend 
falls in arrear, may find in the prospect of a regular divi- 
dend sufficient compensation for loss of one-fifth of divi- 
dend rights and five years’ arrears. The option shareholder 
in future will rank for ordinary dividend only and not for 
prior interest on calls paid in advance. And the debenture 
creditor is still protected by the unpaid liability on over 
half of the ordinary capital. Meanwhile the non-option 
shareholder, who in recent times has been compelled to pay 
a transferee to undertake the risk of a capital call, may 
obtain a holding with a positive price, since the directors 
are hopeful of paying a dividend not exceeding 4 per cent. 
under “normal conditions.” Compared with these com- 
plexities, the Tilling-Stevens scheme is a relatively simple 
affair. The company’s trading profits have increased during 
1937 from £12,824 to £38,053, but the assets deficiency 
amounts to £213,277. In consequence, the issued capital is 
to be reduced to £222,565, in 1s. shares, of which the pre- 
ference shareholders will hold £203,146, or 91 per cent. 
Existing ordinary shareholders, the value of whose hold- 
ings seems contingent to a degree, should feel satisfied 
with their residual equity in the new capital. 


* * * 


Anglo-Egyptian Oilfields.—The report of Anglo- 
Egypuan Oilfields for 1937 provides no surprises. A year 
ago Sir Robert Cohen foretold a small decline in produc- 
tion in the absence of some yield from new wells, but it 
was hoped that the financial results for 1937 would be 
satisfactory. In effect, the 124 per cent. dividend is repeated 
on the “B” shares, out of net earnings which are frac- 
tionally higher. Proceeds from oil sales at £492,483 com- 
pare with £495,072, and have thus fallen in a smaller 
degree than crude oil production, which was 11,178 
tons lower, at 163,518 tons. Other receipts, however, are 
over £16,000 higher at £134,023, the increase sufficing to 
offset a rise in expenses. The amount earned for dividend 
is just under £235,000—an increase of £1,000, and as 
90 per cent. of this sum is attributable to the “ B ” share- 
holders, earnings on this class of capital amount to 12.6 per 
cent. The technical position of the company is, however, of 
particular interest. Since 1931 production has been falling, 
except for a slight increase in 1936. It will be recalled that, 


THE ECONOMIST 


617 


drilled and tested. ‘These developments are reflected in 
various items in the balance sheet. Net additions to proper- 
ties and plant in 1937 amounted to £202,649, against 
£41,666. ‘Lhe value of materials in use or in stock is much 
higher, while exploration expenditure amounted to £37,119, 
against £2,312 in 1936. Cash is in consequence reduced 
by £81,000 to £7,862, and a loan of £87,000 is now due to 
the Anglo-Saxon Petroleum Company. It is too early to 
gauge the financial value of recent exploration work, but 
there is little doubt of the importance for the company of 
production from new wells. 


* * * 


Antofagasta Railway Position.-—The latest report 
of this South American railway reflects the comparative 
prosperity enjoyed in 1937 by producers of primary com- 
modities. The railways are predominantly carriers of ores, 
metals, mining stores and nitrate, and the remarkable in- 
crease in the volume of traffic handled has more than offset 
currency difficulties in Bolivia and higher costs arising from 
social legislation. In 1936 the volume of traffic was greater 
than in 1935, but the depreciation in the Bolivian exchange 
from Bs. 20.26 to Bs. 50 to the £ reduced gross sterling 
receipts despite higher surcharges, and local working ex- 
penses rose. Though similar difficulties continued in 1937 
(the boliviano being further depreciated to 80 to the £), the 
increase in traffic handled was so great that gross railway 
receipts rose from £762,941 to £849,313, while working 
expenditure at £547,323 represented 64.4 per cent. of gross 
receipts, against 62.6 per cent. a year earlier. But while total 
receipts in 1937 were higher even than in 1935, the rise in 
expenses reduced net income to £453,364, a figure below 
the 1935 level, but 5 per cent. above 1936. Exchange re- 
serve required only £53,000, against £104,000, and 
£123,849 (against £48,575) was retained for dividend. 
The 15 months’ preference dividend to March, 1935, was, 
in fact, almost covered by current earnings. Reports from 
the Chilean and Bolivian sections are perhaps a better guide 
to operations in 1937 than the financial accounts in ster- 
ling. In Chile, public goods traffic, at 800,351 tons, showed 
an increase of no less than 34.7 per cent. over 1936. The 
tonnage of both nitrate and copper bars, for instance, rose 
by over 50 per cent., and though working expenses natur- 
ally increased, their ratio to gross receipts was little different 
from 1936. Improvement in Bolivia, though satisfactory, 
was less marked (goods tonnage rising by 7.3 per cent. to 
369,140 tons), for though slightly more tin and tin ore was 
handled, labour difficulties in particular prevented Bolivia 
from producing her quota. Although higher working ex- 
penses were in part due to increased currency costs, it 
seems that the main cause was the payment of Customs 
duties (from which the railway had previously been 
exempt) on certain imported materials. The present out- 
look, however, is much less cheerful. Gross traffic receipts 
to the end of May, 1938, were £364,030, against £367,830 
a year ago, and the Bolivian exchange, already a fruitful 
cause of difficulty, has become still more obscure. 
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at last year’s meeting, the chairman stressed the importance 
of securing further oil-bearing territory. Accordingly the 
company applied to the Egyptian Government for 40 per- 
mits, covering 100 square kilometres each—the maximum 
grant to any one company under the new regulations. Per- 
mits were granted in various regions, and one well has been 
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** Johnnies’’ Group Dividends.—Although the 
existing basis of Transvaal gold mining taxation is less 
rigorous than the previous system, the companies display 
an increasing tendency to utilise low-grade ore deposits, 
even when this policy is not necessitated by the approach- 
ing exhaustion of the properties. Moreover, the average 
price of gold during the first half of this year has fallen 
slightly, compared with the corresponding period of 1937. 
Costs have shown a tendency to decrease; and in several 
instances the effects of the adverse factors have been more 
than offset by an expanded scale of operations. Neverthe- 
less, as a whole, the dividend declarations for the first 
half of 1938 are unlikely to compare favourably with those 
of the corresponding period of 1937. This conclusion is 
confirmed by the declarations of the “ Johnnies ” subsidi- 
aries. Three of the six payments are identical with those of 
twelve months ago, and three are lower. The latest divi- 
dends are given in the following table : — 


Total, June, Dec., Total, June, 
1936 1937 1937 1937 1938 
** Fohnnies ’’ Group 
East Champ d’Or ......... 


Govt. G.M. Areas (5/-)... 5/6 2/3 2/3 4/6 1/9 
Langlaagte Estate (£1) ...  3/- 1/6 2/-* 3/6 1/- 
New State Areas({1) ... 6/- 3/- 3/- 6/- 3/- 
Randfontein (£1) ......... 5/- 2/3 2/3 4/6 2/3 
Van Ryn Deep (£1) ...... 5/- 2/6 2/6 5/- 2/6 
Witwatersrand Gold (£1) 4/6 2/6 2/6 5/- 2/- 


* Including 1/- bonus from sale of land, etc. 


A notable example of reduction is provided by Government 
Areas. In our review of the 1937 report, we stressed the 
significance of the further decline in the value of the ore 
reserves. The company’s profits for the current half-year 
(estimating the June result) display a shortfall of something 
like £430,000. Under the terms of the lease, slightly over 
one-half of this deficiency falls to be borne by the Union 
Government. Nevertheless, a cut of 6d. in the rate has 
been found necessary. For the future, much depends upon 
developments in the upper reefs. On the basis of the June 
declaration, Government Areas show the high gross yield 
of 134 per cent. Earnings of Langlaagte have ruled fairly 
steady at the greatly reduced level of about £10,000 per 
month, but a cut of 6d. per share is made in the distribu- 
tion compared with that for the first half of 1937; in the 
case of Witwatersrand Gold a similar reduction follows a 
distinct falling off in the month’s profits. The earnings of 
Randfontein for the current half-year are fully £180,000 
below those of the corresponding period of 1937, and some 
reduction in the dividend had been anticipated, although 
uncertainty existed as to the degree in which the decline 
in profits might be offset by lower taxation and capital ex- 
penditure. In the event, the company has been able to 
maintain its distribution at the rate paid for each of the 
two preceding half years. Having regard to the trend of 
profits, a small reduction in the New State Areas dividend 
would have occasioned no surprise, but the company re- 
peats its dividend of the four preceding half years, though 
it may be unable to do so much longer. On the basis of 6s. 
per share per annum, the indicated yield is nearly 11 per 
cent. A new entrant to the list is the East Champ d’Or. This 
concern has been financially reorganised by the 
** Johnnies ” company, and for some months past its profits 
have shown expansion, the May total of £15,000 compar- 
ing with £10,130 in December. 


* * * 


Selection Trust.—The latest accounts of Selection 
Trust cover the fifteen months ended March 31st, com- 
pared with the calendar year 1936 in the preceding report. 
Recent market conditions are reflected in the fact that 
income during the latest period was derived principally 
from dividends and interest, whereas in 1936 profits from 
realisation of investments provided the chief source. Ex- 
penditure during the period ended March 31st on investiga- 
tion and ventures was lower than in the previous year, 
but taxation absorbed a somewhat increased amount. Net 
profits amount to £364,500, against £434,400, but the 
distribution is maintained at 1s. 6d. Quoted investments 
appear at £2,977,300, compared with £2,733,200, but the 
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market valuation is substantially in excess of the book 
figures. Dividend receipts were derived principally from 
the company’s interests in American Metal Company, Con- 
solidated African Selection Trust and Trepca Mines. 
Rhodesian Selection Trust, it will be recalled, holds 
approximately 64 per cent. of the issued capital of the 
Mufulira Company, which paid a maiden dividend of 3s. 
per share. Reference to the annual report of the American 
Metal Company (which is circulated with the Selection 
Trust report) shows that this concern holds rather over 
50 per cent. of the capital of the Rhodesian Selection 
Trust, together with a large interest in the Roan Antelope 
copper mines. Both these undertakings last year extin- 
guished their debentures by issues of ordinary shares. 
During the year the American Metal Company resumed 
dividends on its ordinary capital, disbursing a total of $3 
per share. The prospects for Selection Trust during this 
year are less favourable than for 1937-38, in view of 
current conditions in the metal markets at home and in 
the United States. The market has also noted the reduc- 
tion in the Trepca Mines interim dividend from 15 to 5 per 
cent., though the recent excitement in Western Holdings 
stimulated fresh interest in Selection Trust. 


* * * 


The Week’s Company Profits.—Our usual analysis 
of profit and loss accounts (appearing on page 640) con- 
tains the results of 63 companies, excluding new concerns 
and those for which comparable figures are not available. 
The latest net profits for these companies amount to 
£6,795,000, compared with £5,910,000 for the previous 
year—an advance of 15 per cent. Total profits recorded 
by 1,269 companies during the year to date amount to 
£182,141,000, compared with £161,520,000 for the preced- 
ing year, an increase of 12.8 per cent. The heavy industries 
are well represented in this week’s results, although numeri- 
cally the tea group is the largest. The results are discussed 
on page 622 under the heading “ Shorter Comments.” 


* * * 


Company Meetings of the Week.—In this issue 
reports of company meetings begin on page 629. Address- 
ing the annual meeting of the Milk Marketing Board, Mr 
T. Baxter reported that the sales of liquid milk had 
increased over the previous year by 51 million gallons, and 
represented 71.3 per cent. of milk passing through the 
Scheme, as compared with 66.2 per cent. Although express- 
ing satisfaction with the new high record set up by the 
petroleum industry in 1937, Sir John T. Cargill, at the 
Burmah Oil meeting, attributed this result less to planned 
co-ordination towards regulation of demand and supply 
than to a fortuitous combination of other circumstances. 
Without a decline in Roumanian production and disturb- 
ances in Venezuela and Mexico, the equilibrium actually 
achieved would not have been possible. Improved trading 
results, moreover, were less due to higher values than to 
reduced costs, and for Burmah Oil lower costs had contri- 
buted largely to the expansion in profits. At the Hender- 
son's Transvaal Estates meeting, Mr W. L. Castleden 
reported that at March 31st the market value of the com- 
pany’s investments was above book cost, despite the heavy 
fall in quotations that had taken place at that date. Discus- 
sing the newsprint position at the Associated Newspapers 
meeting, the chairman remarked that while 1938 would see 
the full effects of the rise in newsprint prices by 30s. a 
ton, changed world conditions indicated that there would 
be no further increase in 1939. Mr A. W. Allard informed 
shareholders of Marston Valley Brick that although exten- 
sions were ready too late to affect the latest financial 
results, the sale of bricks had risen considerably. Mr 
Douglas Christopherson pointed out at the Associated Tin 
Mines of Nigeria meeting that the completion of the capital 
programme left the company well equipped to meet any 
increase in quota, and at much reduced costs. Mr C. V. 
Thomas, at the 7ronoh Mines meeting, emphasised that 
while Malayan producers were best able to face uncon- 
trolled production, they bore an unfair share of the burden 
of restriction. 
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THE STOCK EXCHANGES 


London 


SETTLING DAYS 
TICKET ACCOUNT 
JUNE 21 JUNE 23 


THE firmness which was evident in the 
London market on the eve of the holi- 
day provided a satisfactory key for the 
re-opening of business. But neither in 
the volume of business nor in the 
course of prices is there cause for any 
special satisfaction this week. Dealers 
found the unemployment figures less 
dismal than had been feared, and the 
pre-holiday railway traffics, so far as 
they lent themselves to comparison, 
were favourably received. But the 
general run of business has been slack, 
and prices have been maintained by 
inertia, rather than any nicely calcu- 
lated balance of business between buyers 
and sellers. 

In the gilt-edged market, trading re- 
mained small, and after an initial rise, 
particularly in the dated stocks, a re- 
newal of Government borrowing 
rumours was followed by realisation on 
a minor scale. Little interest was dis- 
played in corporation issues (although 
the L.C.C. scrip made progress) nor in 
Dominion stocks. 

Support for Japanese issues was the 
only feature in a dull foreign bond 
market, but the improvement was tech- 
nically explained by sinking fund pur- 
chases. Chinese issues were depressed 
by the exchange weakness. Austrian 
issues reacted relatively moderately to 
the news of default on the service 
moneys (discussed in a leading article 
on page 606), but the blow had already 
been largely discounted. 


* 


Home rail stocks received attention at 
first, though business was limited. Until 
the publication of the traffics, the modest 
improvement continued, but prices re- 
acted later, to show net declines on 
Wednesday. Argentine rail stocks, on 


the other hand, provided one of the few | 


features of the week. To the accom- 
paniment of unconfirmed reports that 
some form of “ nationalisation” was 
under discussion, the ordinary stocks 
led an improvement of up to two 
points. Cordoba stocks, however, be- 
came less prominent. 

Except for one or two shares which 
show their heads rather timidly above 
an uninteresting and lethargic crowd, 
the industrial market was devoid of in- 
terest. With a very restricted turnover, 
the undertone was satisfactory after the 
Whitsun holiday, but gave way some- 
what in mid-week. Good company re- 
ports assisted coal shares, and small 
gains were general, though business 
hardly expanded. Iron and steel shares 
were a relatively firm group, the 
brighter spots being John Brown on the 
dividend increase, and Sheepbridge, 
while Staveley recovered. Motor and 
aircraft issues were firm but inactive. 
On news of the increased revenue and 
the scrip bonus, Edmundsons gained 
9d., but other electricity supply shares 
changed little. Except for an improve- 
ment in Crompton Parkinson, electrical 
equipment issues were irregular and un- 
interesting. Support for Salts (Saltaire) 
was the main feature of an otherwise 
neglected textile market. Among rayon 
shares, Canadian Celanese were de- 
pressed on the decision to defer action 


on the common stock dividend, Among 
stores, Great Universal rose in antici- 
pation of the meeting, but other shares 
tended to sag, with a few exceptions. 
The provisions and catering section was 
irregular, and so were breweries and 
tobacco shares. Shipping issues also 
were undecided. Miscellaneous issues 
were rather better on Tuesday, but 
turned dull later, and price changes 
were unimportant. 


* 


The oi market reopened dull, with 
little change in prices. There was hardly 
any accumulation of orders to work off, 
and little interest was evinced by the 
batch of satisfactory annual reports, or 
by brighter Wall Street news. For Royal 
Dutch, however, there was some Am- 
sterdam support on the re-opening of 
the markets. 

The rubber share market has derived 
but little benefit from the quota reduc- 
tion, though hopes are still entertained 
of an eventual recovery in the com- 
modity price. Turnover was at a mini- 
mum, and prices hardly moved. Tea 
shares, after starting under the in- 
fluence of general market apathy, be- 
came firmer in mid-week on good com- 
pany news, with demand concentrated 
on Indian issues. 

After starting on Tuesday quietly 
but firmly, Kaffirs once more came to 
the fore. Turnover did not expand 
much, but quotations made the best of 
a small market. Dividend-payers were 
the centre of interest in anticipation of 
the June dividend announcements, but 
the developing mines were well main- 
tained, and Western Holdings were 
active in short bursts. Other sections of 
the mining market were uninteresting. 


“FINANCIAL NEWS” 


INDICATORS 
| | | Security Indices 
Corres. - 
1080 | So ay 

| Bargainst) 1937 30 ord. | 20 fixed 
| shares* | int.t 
June 3 | 6,120 8,925 80-0 128-4 

— 6 | Whit- Monday 
une 7| 6,035 6,790 80-4 128-4 
ee 8 5,970 7,330 80-4 128-5 
une 9/| 5,420 6,770 80-4 128-4 
1938 | | 

High... - aia 97-2 131-0 
! Jan. 12) Feb.4 
Low ... ani | is | 79-4 126-9 


Mar. 16 | Mar. 17 


' 1 


+ Approx. total recorded in S.E. List. *July 1, 
1935 = 100. +1928 — 100. 


ACTUARIES’ INVESTMENT INDEX 


Though the decline is small com- 
pared with the previous week, the 
Actuaries’ index of 151 industrial 
ordinary share prices on Tuesday last 
(June 7th) reached a new low level for 
1938, standing at 63.2, against 64.0 a 
week ago and 68.3 a month ago. The 
corresponding average yields are 6.03, 
5.94 and 5.44 per cent. A selection of 
the separate indices follows : — 


Prices } 
(Dec. 31, 1928=100) |p. . 

- —'| 1938 
May 10, May 31,| June 7, || /#i¢4 
1938 | 1938 |" 1938 


Group (and No. 
of Securities) 


| 
| 


| 

| 
Insurance (10) 114°0 | 110°8 | 111-3 | 127-5 
Buildg. mats.(6) | 83:4 77:2) 76:3) 87-1 
COMED) cevacesee 91-6 | 80:8 77:9 | 106-7 
Elec. mfg. (12) | 120-7 | 114°5 | 111-8 |) 129-7 
Iron and st. (17)| 56:8 50-1 50-2 | 66:4 
Home rails (4)... 55-8 51-1 49-2 71-0 
Stores, etc. (18) | 61:4) 57:8 | 563 66-4 

| ! 


{ 
| Yields (%) 


| i| Prices 
Group | | | | 1938 
\May 10,|May 31,; June 7,'} Lew 

| 1938 | 1938 | 1938 } 

= | ‘| 

a toe o ) | } 
Insurance ...... | 3°73 3-83 | 3°82 | 110-8 
Building matis. 6°67 | 7:17; 7:23} 75:0 
NS ciara 5°68 | 6°93 7°24 77-9 
Elec. manuig.... 5°47 | 5°89 6:03 | 1i1-l 
Iros and steel... 7:73 | 9-12 9-19; SOT 
Home rails ...... 5-78 6-49 6-74 49-2 
Stores, etc. ...... | Sa FES 5 3 


82 | 56 
New 
AT the end of last week, Wall Street 
once more gave proof that whatever 
may depress stock prices, talk of infla- 
tion, no matter how loose, provides an 
immediate tonic. The market seized on 
inflation rumours—ranging from a new 
devaluation of the dollar to actual re- 
sort to the printing press if the autumn 
recovery failed to put in an appearance 
—and took the Dow Jones industrial 
average smartly up from 109.71 to 
111.82 in the brief trading session. This 
salt lost some of its savour on Monday, 
although the index rose further to 
113.19. Fractional changes have sub- 
sequently provided the rule, and turn- 
over continues at a depression level, well 
below half a million shares daily. On 
Wednesday, indeed, trading totalled no 
more than 280,000 shares, a level which 
has not been witnessed for nearly four 
years. Rail stocks continue depressed, 
in view of the urgent financial diffi- 
culties of the more vulnerable roads, 
and made but little response to the news 
that bills have been drafted to secure 
immediate financial relief through the 
R.F.C. and to facilitate reorganisation 
proceedings. Industrial news remains 
depressing. Steel activity, according to 
Iron Age, remains at 25 per cent. of 
capacity, although this calculation, on 
six working days against five last week, 
indicates an actual decline. 
By courtesy of the Standard Statistics 
Company, Inc., of New York, we print 
the following index figures of American 


values, calculated on closing prices 
(1926 = 100). 

WEEKLY AVERAGES 

| 1938 | 

I May | June | June 

| Low | High , 25, _ © 

Mar. Jan. | 1938 | 1938 | 1938 

; 30 12 | | 

a ] i ; 
347 Ind’ls.... | 75-9 101-5 83-5 | 82-9 | 84-4 
32 Rails ...... 19-0 | 31-4 | 20-5 | 20-0 | 20-0 

68-3 


40 Utilities .. 57-7 78-8 | 67-9 67-9 
419 Stocks... | 63:7 86:4 | 70°8 | 70-4! 71-4 
Av. yield %* | 8-35 | 5-16+ 5-64 5-61 | 5-37 
High Low 
* 50 Common Stocks. { May llth. 


DAILY AVERAGE OF 50 AMERICAN 
COMMON STOCKS (1926 = 100) 
’ j 





June 2 | June 3 June4 June 6 June 7 | June 8 
| } | 
j { 7 { 
93-1 92-0 94:4; 95:3; 95:1 95-4 
1938 High: 116-9 January llth. Low: 83-6 
March 31st. 


TOTAL DEALINGS IN NEw YorK 


Stock Exchange Curb 
1938 Shares 

Shares Bonds 000’s 

000’s $000’s 
June 2 480 | 4,670 82 
oe 280 | 4,090 69 
> 310 | 2,340 | 84 
a 470 | 3,270 75 
a 370 } 4,780 | 73 
eas Se | 4,220 | 68 


* Two-hour session. 


(Continued on page 622) 
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In calculating yields of fixed interest stocks allowance is made for interest accrued since the last date of payment, less income tax at the standard rate. Where 
— are definitely redeemable at a certain date the yield includes any profit or loss on redemption ; where stocks are redeemable at or before a certain date the final date of 

yment is taken when the stock stands at a discount and the earliest date when the quotation is above par. The return on ordinary stocks and shares is calculated by 
_ erence to the latest dividends, account being taken of any increase or reduction of interim dividends. Allowance is made for accrued dividends in calculating the 







































yield on “cum. div.” shares. 
\\ Prices, i 2 '_, Prices, | | | Let 
| | | Y 8 | | | ; 
Prien 1 iy I | saad &e | Yiela_ || Jen. ne aoe ome | be & Yield 
Year 193 i] June 8, || Name of Security | June aan | June 8, | June 8, ” $j] Name of Security - aan June 8, 
| incdusive | | 8 |5eo%| 71938 ___ inclusive : | | 1938 5 ye 1938 
seine | | 1938 |OS™* | | “High- | Low- j i | § 
High- | Low- || High- | Low- \ | ig (a) (6) (c) || B 
est est || est | est |i | | P19 Ss. 1m iS % F ‘ || ; 
British Funds | | 8s. d , a 
B4l3,6) 731g || 7914 | 71 || Consols 24% ......... | 75x | +1 | $ 6 8 | 13/41, | 12/- | 3156] 3s Com. Bk. of Aus. 10/- || 12/6 |... | é 6 > 
113 10554 |) 11134 | 107) || Do. 4% (aft. 1957) || 11llg] +12 | 3 5 On) 53/9 51/3 | 5a 56 | District B. £1 ty pd... | 53/9 | ... | 314 5 
1015;¢ | 9433 || 10014) 96 || Conv. 212% 1944-49 || 100 | +1. | 212 0! 9/~ | T5/= | 3igb| Blea) En. S. & Aust. £5 £3p.) 75/- | -2/6| 512 9 
103%¢ | 973g || 1031, | 99 Do. 3%, 1948-53... || 103 | +12 | 212 9) 10% | 9l5ig) 106) 8a | Hambros£10,£2'2p. |) 9%] ... | 410 6 
1062532) 99 || 1045 | Bl, Do. 312% after 1961 | 103 | +1 3 8 4/| £9614 | £82 2i2a| £36 | Hong. and S. $125. | £8612 78 | 6 72 
108 | 105 || 1067g | 1043;6 || Do. 412% 1940-44 || 10410] ... 2 3 6/|| 64/6 | 56/9 ta | 66 | Lloyds £5, £1 pd. . 60/6 | +6d/} 319 9 
11712 lllly i] 1155g | 112), Do. 5% 1944-64 ... 114 +19 212 6 954 853 7a | 96 Martins £20, £210 pd. 85g} —1g| 4 1 0 
9212 | 89 || 913g | 875g || Fund. 212% 1956-61 || 91 | +12 | 3 1 0 | 89/3 | 78/354) 8a 86 | Midland £1, ty. pd... || 85/6 |... 314 9 
9673 | 897% || 9713,6) 94 Fund. 234% 1952-57 | 97 17 | 310 6516 534 | 5a 56 | Nat. Dis. £219 fy. pd. 6 ia 43 3 
1015g | 92% || 995,6| 95ig | Fund. 3% 1959-69... | 99 | 41, 3 0 6 41 3454 | 4a 115 || Nat. of Egypt £10" 35lo/ ... a: 2 
11632 | 109 | 1347 | 11012 | Fund. 4% 1960-90... || 11312) +14 | 3 2 6 411, | 38 9a 9b | N. of Ind. £25, £12lop| 3g1,| *"" 517 0 
99516{ 96 || 101g | 9734 || Nat. D. 210% 1944-48 101 | 41. |] 2 9 0 37g 3716 Tiga) 7126 | N. Prov. £5, £1 pd. 32lz0 4 3 3 
11434 | 107lg || 112159) 10734 | Victory Bonds 4%... || 11112! +12 | 311 6f| 488 | 444 Bia | 8106 | Roy. Bk. of Scotland | 451°) +6 315 0 
10513;5| 995g || 1035, | 9912 | War L. 312% af. 1952 el +5g | 3 6 4n| 151% 137 5a 106 || St. of S.A. £20, £5 pd. 1514] 419 6 
S678 84516 901, 841g || Local Loans 3% 88x | +14 3 8 2/I 51/3 43/- 354a 6146 || Union Dis. £1 ......4 46/3 |... eee 
102 | 991, 102 9910 | Austria 3% 1933-53.. > £5 218 4|| 99/- | 90/- 9a 116 || West. £4, £1 pd. .... 94/- | —6d| 4 5 9 
$51 941 3° $3 oe 38, a gbheeseskees | ie Sas 8 Insurance 
| 81 7 BE aicdscncsesces | 7x! ... 316 0} | ‘ 
983, | 87 , | 94 } 8812 |] Do. 312%......-+2+0+ oxime +1 315 8 2853 241 | 40a 506 || Alliance £1, fully pd. 26 4 | 300 
11912 | 1124 || 117 11454 Do. 41% 1958-68 115io| ... 3 8 6 | 5he| 1254 | ¢3/6a 4/65) Atlas £5, £114 pd. ... || 1414) .. 218 Of 
| i| Dom. & Col. Govts. is || 103,65 91g | 20a 206 | Com. Un. £1, ty. pd. 954} +14] 4 2 0 
1097g | 105 =| 1087s | 105 =|, Austr. 5% 1945-75... || 105 |... 4 3 3] 2 | 458 | J/6a 2/-b | Gen. Acc. £1, 5/ pd. 4\o] .. 319 0 
10553 | 101 10415;¢ 10014 Canada 4% 1940-60 | 103 | +1 3 6 0 31 261g | 25a 256 Lon. & Lanc.£5,42pd.. 261o/ 315 0 
118 | 11412 | 115 113 Nigeria 5% 1950-60 | 115 |... 3 9 6 115g 91. | 3/2 | 3/1b | N.Brit.&Mer.£ligtp./ 101g) + 33) 3°91 3 
110 | 1041, || 108 | 10234 | N. Zealand 5% 1946 | 103s | 411 0 205g 18i2 | t25a@ | {306 Pearl (£1), fy. pd. ... so 218 6t 
10753 | 10314 || 107) 939) 102 Queens. 5% 1940-60 104 | . 2h 16 1354 6/-a 6-6 Phoenix £1, ty. pd. ... 1434 ner a. a 
Li4ig | 11012 || 11213;6 10954 | S.Africa 5°% 1945-75 | 10x | 7 Ss 35 2912 | t25@ | t7214b) Prudential £1 A ...... || 3314) — 14| 219 3¢ 
| Foreign Governments 106/- 81/3 | t50¢ | t50¢ | Do. £1, with 4s. pd.. |) 95/- | .., | 21 37 
103 | 93 9612 | $9 Arg. 412% Stg. Bds. 92 he 417 6f 10 814 | lla 196 | Royal Exchange £1. 95g ot Se oS 
10512 973, || 102 | 24 Austria 7% 1957 ..... 301,| —2 ? 82 7) 3/3a 3/3 6 | Royal £1, 10, ~ pd. ose 814; + 1g] 319 3 
9154 | 841, || 89 48 Do. 412% 1934-59 |) siinx| .. | 10 3 0} 16% | 1514 | 6/6a | 6/65 | S.U&NLAL24Ipd 16° | | 4d 
1021, | 9514 | 99 |; 95 Belg. 4% red. ” 1970 98 +1 414 87/- 69/8l4, 1/34 166 | Sunin., £1 with 5/pd. || 77/6 39 6 
3314 | 2412 341, | 31lp | Bulgaria 712% 33 <a. oe ae 814 74. tlOa | 105 , SunLt.Ass., {lty.pd. gy 210 Of 
895, | 37 3712 | 16 | Brazil 5% Fd. 1914) 1715) “| ° Nil ee Investment Trusts 
a | 3S 195g 1614 | Chile 6% (1929)...... 171 Si 413 Ov 267 230 4a 8b | Anglo-Amer. Deb. ... || 230 5 40 
9534 | 5412 || 6012 | 4012 | China 5% (1912) ..... 48 1 10 4 Of 65g | A710 3c 312 ¢€) Anglo-Ceitic Ord. ... 47\» | > 22 
10l7g | 59 || 73lg; 43 Do. 5% (1913) ...... 6210 —1o | 719 Of)| 12/3 7/6 Tloc 10c¢c | Brit. Assets Trust 5/- 8/9 514 3 
1085g | 10112 || 105%, 58 Czechoslovakia 8 9%... 7415 " 11014 9f 233 | 208 4a 66 || Debenture Corp. Stk. | 215 413 0 
100 | 92s 9Blo 94 Denmark 3% ......... 971> . 75 55l2 lla 36 || For. Amer, &c., Def. 6510 617 5 
10612 | 10012 || 104 10014 | Egypt Unified 4%,.... || 101 lp | 318 O 13712 | 120 22a 412 b || Guardian Investment | 1221, oe 514 3 
1812 .- a 13 93g French 4% (British) 10i> “ 1 510 Oe 254 201 4a 8b Ind. and Gen. Ord... || 220 | 43 7. 2 
66 | 5234 || 60 4312 | Ger. 7% Dawes Ln. 45 _ ie 6 || 27512 | 232 5a 8b || Invest. Trust Def. ... || 232 | —3 | 512 1} 
491g | 35 4534 3212 || Do. 512% Young Ln. 35x |+110 | 15 14 3 17/- | 14/9 | 2iea 612 | Lake View Inv. 10/- | 15/3 | S511 0 
4054 30 “a i 3 Greek 6% Stab. Ln. 33lo/ +2 | 7 4 Ow) 2522 saat 312@) 8125 | Mercantile Inv......... | 240 ne eS 
62 | 47g 5812 | 30 Hungary 712% ....... 381; 2 | 914 9h 154 12412 3a 4l0b | Merchants Trust Ord. | 1241)| ;., 600 
885, | 53 60 | 38 Japan. 512% 1936-65 54-142 110 3 of| 25il2 | 223, 5a |} 76 | Metropolitan Trust .. 25 56 8 
943, | 571, 6412 | 43 Do. 6% (’24) red.1959! 56 | 43 | 10 14 3 5/- 3,412 2le¢ 4c Scottish Inv. 5/- ..... 3/6 5140 
12134 | 11012 2 | 115 || Norwegian 4% 1911. || 1771 . | 3 8 0| 218 183 3124 66 || Scottish Mort., &c... |) 183 5 310 
Glia | 4034 50 | 36 Peru 712% 1922....... a | 221 190! 76 3a | Trustees Corp, Ord, 192 5 311 
83 | 56 72 | 54 |i Poland 7% ............ 66 | 86 8s, 193 | 167 4a 65 || United States Deb.... | 177 i saan 
2012 13 Ss fT ii Roum. 4% Con. 1922 ll — Lan 2. = Financial Trusts, &c. it oe 
9653 8814 92 | 78 || U.K. &Arg.C. 3%... 81 ce i $08 ££ 11/9 6/3 2loe¢ 4c | Argentine Land,&c.10 8/9 ean 411 3 
{ Corporation Stocks 35 /- 22 9 10¢ 131sc Brit.S.Atr. 15/-ty. pd. 25/9 1/3 714 0 
118 1lllo 11534 | 11012 | Bir’ham 5% 1946-56 1121 etl 23,9 15,7) 1¢ 10c | Charterhouse Inv. £1 18,9 10 13 6 
11834 | 112% || 117 | 112 ~~ || Bristol 5% 1948-58.. 114! sas i a 16/10 14 2a 26 || C, ot Lond.R.Pty. £1 15/- 5 69 
O54 8212 8712 | §3 J. 3%, 86 l 39 9 33/9 25/7 t2\2a| t8546 | Daily Mail & Gen. £1 27/6 | «. | 8 4 Of 
101 93 97io | 94 Liverpool 3%, 1954-64| 95 i2 yy 7 6 4146 3a Dalgety £20 £5 pd. 653 oe | 514 O 
1045, | 1005, 105ig | 1011, Middx. 312% 1957-62 | 104 | 349 23/6 19/3 3a 66 Forestal Land £1 ... 20/6 | 815 0 
| | j 25/10 19/- Nile | 24(c) | Hudson’s Bay Co. Al 20/- a os = 
a ee ee aes 7 -— ? 20/- 13/9 2)24 56 || Java Invest. £1 ..... 15/-x,+4led) 10 O QO 
Year 1938 i Pric - 538 21, Nil Nil Peru. Corp. Pref. ...... Mat sss Nil 
Jan. 1 to | Last two iJ cone es Yield 10 6 7/3 3¢ 3lo¢ Primitiva Hold, £1... 8/- 815 0 
June 8, | Dividends + ame of Security | “8, gam June 8, sa v 12/6 Tige | Tize | Staveley Trust £1... || 14/4 ;}10 9 1 
inclusive i i] 1938 4Ym 1938 34/1012 23/9 10¢ 1212 ¢ | Sudan Plant. £1...... 26/3 | 910 0 
i 1 tT {| Ve | Breweries, cc. a | 
High- | Low- (a) (6) £9 ‘3 77/6 61/3 12126 5a | Ansell’s Brewery £1 44/- | —6d| 414 6 
7. a a oe 1 cette -|| 32/- 21/9 5lob 210 a || Barclay Perkins £1... || 25/6 - | 6 6 0 
| Public Boards { £8. d.| 131/- | 103/9 | +206 | +5a@ | Bass Katcliff Ord. £1 | 123/6 3d | 4 2 3t 
11412 | 11022 2ig | 22 || C. Elec. 5% 1950-70 || 113 | 312 9} 67/- | 51/- 3a 126 | Charrington&Co.41 |) 61/6 | -6d| 417 6 
| Lon. Pass. Transport | 826 | 70/- 6a 146 | Courage Ord. £1 ..... || 76/- | ... 3’ $ 0 
11912 112 | 21, | 214 || 410% “A” 1985-2023 ieee @ aug 314 0 107/9 85/- 156 Jloa | Distillers Ord. £1 .... 94/—- | —6d 415 9 
12914 | 12512 254 | 3 2l2 | 5% “A” 1985-2023... | 12512! ... 314 9 | 125/- | 102/6 175 12a | Guinness Ord. £1... |, 113/- lj-| 3 2 0 
1225g | 11612 212 212 | 5% “B” 1965-2023... || 11612) —1 317 3 || 113/6 | 91 20 b 7loa Ind Coope & All. £1 | 103/6 6d; 5 6 9 
84 74\, | 2346 | lloa | “C” 1956 or after..... 75 —19 513 4 43/- 34 3loa 7iob  Meux’s Ord. £1....... 38/6 | —~6d| 513 0 
9lig | 85 || 22] 12 || Met. W.B. “BY” 3%.. || 8912) +12 | 3 7 O || 93/- | 76/3 156 | 8a | Mitchells &Butlers £1 || 82/6 | —6d| 5 11 0 
118 | 11444 || 212 2l2 || P. of Lon. 5% 50-70 || 116 sale »y © 5 63,9 5a | 12!05  Ohlsson’s Cape £1... || 74/- a + a 2 
i British Railways od | 78/- | 65 146 4a | Simonds (H.&G.) £1 | 66/- | —-l/-| 5 8 0 
65 4712 || ta | 3leb | G.W. Ord. ..... siamo 472; —-1 | 8 8 6 | 107/3 | 87/6 | 5a |t17!26 | S. African Bws. £1... 104/-| —6d | 4 7 OF 
459 212 Nil Nil || L. & N.E.R. Def....... | 254; —14g} Nil 42/- | 30/- | 424 66 || Taylor Walker Ord. £1 36/- | ... 5 8 0 
85 4\2 || Nil Nil | Do. 5% Pref. Ord. 454)... Nil 26/3 | 19/412) 2@ | Slob || Walker(P)&R.Caing1 21/6 ne 700 
97 78 | llga| 334d Do. 5% Pref. 1955 7912; -1 | 7 2 6 | 77/9 | 62/6 136 6a Watney Combe Def.i1  71/- l/-| 5 5 0 
271g 1444 |} lee gc | Do. 4% 2nd Pf....... 15 - | 1113 4 | Iron, Coal and Steel | 
681g | 4314 | la 36 Do. 4% Ist Pf....... 4412) —112) 819 9 || 24/6 | 19/9 | 4¢@ | 66 | Allied Ironfound. £1. |21/10l2x+6d| 9 3 0 
301g | 161g |} Ise Ip ¢| L.M.S. Ord. .....000.-. | 16ig | 9 110) 44/- | 37/3 | 44] 66 Babcock Wilcox Zl... |) 376) . 5 6 8 
701g | 451g || 4c 4c 4% Pf. 1923......... || 4612 812 0 || 9/412 | 4/712! 10¢ | 10c¢ || Baldwins 4/-.......... 4'9 8 8 0 
821g | 63% | 2a 26 fo Pf. .....20 || 6412; — 12] 6 4 0 | 37/6 | 4a) 106 || BolsoverCol. Ord. £1 || 37/6 | 72 6 
215g 17ig || lee lice Southern | Of 8i1l 6 32/3 | 24/9 | 45a \t12!2b | Brown (J.) Ord. 10/- 26/9 | +1/3| 617 6 
87 6615 i ai 3b Do. 5% Pf. Ord. . | 67 | —3 79 3 36/712| 28/1l2| +66 2a Butterley Co. Ord. £1 | 28/112)... | 5 13 ot 
11512| 107 || 2i2@ 2126) Do.5% Pf........... tt ee | 412 2 | 11/334) 6/9 | “Se | 8ls¢ | Cammell Laird 5/-... 7/- | +3d| 5 14 6 
i — | Dom. & Foreign Rys. s | 25/712}19/9 | 36 56 | Colvilles Ord. £1 ...... || 20/712 +7lad| 715 0 
14 | =7%¢'| Nil | Nil | Antofagasta Ord....... | 1012] +112 Nil |} 11/10lq} 7/514! Tloe 10¢ | Consett Iron Ord. 6/8 76x +5d| 817 9 
6lg | 33g | Nil | Nil || B.A. & Pac. Ord......, 3 | Nil || 87/6 | 78/6 | 5a! 156 | Cory, William,Ord.£1) 78/9x +6d| 5 1 7 
17 | 8% Nil Nil || B.A. Gt. Sthn. Ord. 12 | +2i2 Nil 34/3 | 199 | Ge | 10¢ | Dorman Long Ord. £1) 20/- | —1/3| 10 0 0 
1212 61g | Nil Nil | a West. Ord....... ! 9 | +2 Nil || 55/3 | 34/3 | Ide 18¢ Do. Pref. Ord. £1... || 35/-| ... 10 6 6 
1314 | 6g | Nil Nil . Ord.. | 10 | +2 Nil || 70/- | 626 | +6a f11lob Firth Brown £1....... 63/9 | —1/3| 510 OF 
86) 5 || Nil Nil Gan. ac. Com. $25... |) 512]... Nil — || 31/112) 22/6 43a | +415 | GuestKeen &.Ord.£1| 25/-| ... | 6 O O+ 
2812 | 2514 || 2¢ 2¢ || Costa Rica Ord. 2612; ... 7 10 il 33/9 | 26/6 | Tiga} 156 || Hadfields 10/-........ 28/9 | +3d/ 711 O 
43/9 | 33/9 || Nil le | Niteate Rips. £10... ioe 5 14 0 || 31/412! 21/6 | 7126) 2i9a@ || Horden Collieries £1 | 22/-| ... 900 
66. | 36 || t2a | 26 | San Paulo Ord. . 41 915 3f) 290/- | 2599 | Se | 9lge¢ || LambertBros.Ord.£1 26/3 | ... 740 
16/3 | 14/3 || le le || Taltal Rly. Ord. £5 15/- 613 3 || 13/1012} 7/712 2c | 3loe || OceanCoal&Wilson{1! 7/9 |—4lod) 9 0 0 
| | Banks and Discount | 12/3 | 8/1012! 5e¢ | 10¢ || Peaseand Partners 10, 9/6 34/1010 O 
75/6 | 60/- i 7iga| 106 | Alexanders £2,£1pd. || 61/3 | ... 514 0/| 23/9 | 16/9 lob | 2a || Powell Duffryn £1 ... | 16/1012, —7lad) 8 17 O 
35/- | 32/6 || Se 56 Bk. of N. Zealand £1 || 35/- | +1/3| 411 5e| 48/41, | 36/214 | ¢7126| +5 a | SheepbridgeC.&1.£1 | 36/3 | —1/3| 619 OF 
35212 330, || ~Sa 66 | Bk. of ent eneees - || 34312) +4 3 9 9 || 35/412| 25/- 3l2a| 8lg6 || Shipley Coll. Ord. £1 |24/4lox! +1/-| 418 6 
76/6 71/3 7a 76 || Barclay B. £1......... 72/- | —6d/| 3 18 g | 40/- 30/- 12¢ 13¢ || S.Durham | Ord. £1,30/712,—7lod) 8 10 O 
43/119 | 41/- || 3%4d 3a || Barcl. \D, yA Li || 42/—x] ... 217 i] aS | 12/6 6c | Te | Steel &lron fBOrd{l 12/6 | —1/3| 11 4 0 
8%) Tl, } 3iga| 4126 Bk. of Aust. £5........ || _ 75g 5 5 0] | 40/712 4a | 66 |! Stanton Iron. £1 .. 42/6x| +1/2} 417 0 
£42 £3912 || 8c 8c | Bk. of Mont. $100... ef 42 Oe) a 46/- 19106 | +34 || Staveley Coal, etc, ‘Gl 46/3 | ... 5 2 Of 
2612 o5\gc) o6c Bk, of N.S.W. £20.. ie se 316 8e) 40/3 | 31/6 712 ¢ | 12i,¢ | Stewarts & Lloyds £1 | 35/6 | 464| 7 0 0 
55/- 35 6¢ | Nile | Brit. Overseas A £5.. || 376 co Nil } 28/9 23/3 | 3a! 66 || Swan, Hunter {1 ... | 25 Tilo , S @ 
__ 121952 1ll> i 7a 76 || Ched. , of India £5.. ° Il weve! 12 | - —%41 517 0 10/101| 3/-_| 106 | 5a || Thomas (Rich.) 6/8 |, 3/6 | 28 10 0 
(a) Interim dividend. (6) Final dividend. (c) Dividends for full year. (d) Paid in £N.Z. (e) Allowing for exchange. ( f) Flat yield. 
(h) Yield on 354% basis. _ (mm) Based on payment of 212% (nm) To redemption at par, in year shown. (v) Yield on 15/8°% basis. 
(s) Yield worked on a 512% basis. (w) Yield based on 40% % Of coupon. _t Free of Income Tax. (y) Yield based on 45% of coupon. 


(1) Yield worked on a 14% basis. (z) 1% paid free of income tax. 
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vrs, 5 = erie | ] , 1 
ear 193 . ° ear 19: | | os ant 
Jan. 1to || Dividends Prices! &Ee| yield || Jan. 1t0 | Dividends Price: Sam | Yield 
June 8, Name of Security | So} June 8, _June 8, i Name of Security | 8 => June 8, 
inclusive } : 1938 82 1938 ||__ inclusive Hi | 1938 yo 1938 
“High- | Low- || (a) (6) (c) gs | High- | Low i (a) (6) (ce) | i| |; § 
est | est % % = 5 | £04) et | ex i % % I I Le i £s de 
| \| \|Iron, Coal, &c.—cont. ‘| | 25/9 17/- |} a¢ tl2loe Fairey Aviation 10/~.. {| 24/6 oak 5 2 Of 
25/3 | 20/9 Nil Nil | Thornycroft, John £1 ] 21/3 wae Nil || 55/— 45/- || 7\26 || Finlay (Jas.) & Co. £1 |; 50/-x} +3d} 5 0 O 
$6214 | $3812 | le Nile || U. States Steel $100 _ || $4212 | + $2 Nil || 62139 5536 || 23 206 || Gallaher L td. Ord. £1 513;6) +116 414 0 
27/6 | 20/- | 66 3a || Un. Steel Cos. Ord. 41) 21/- od 810 6) 7/- 39 | Nil ¢ | Nile | Gaumont- Brit. 10/-.. 4/6 d Nil 
26/10!9} 199 || 10¢ 10¢ || Vickers Be” eccessenns || 20/6 + 3d 417 91} 20/6 11/3 i 8a | 8b || Gen. Refract’s 10/-. 13/— | 12 6 0 
29/6 | 21/- 10¢ 334a || Ward (Thos. W.) £1. I 22/6 | +1/3 817 3 35/3 23/- jj — 15a Gestetner (D) (5/ ae, 27/6 | 6 6 Ov 
36/6 33/1l2|| 1O0%e | 1223 ¢ || Weardale S. etc. Df £1} 33/9 «- | 7 8 O || 90/712 | 689 || | 206 || Harrisons&Cros.Df. £1 77/6 | (d) 
5156! 45g || 12l2@ | 22126 | Whitehead I. & S. £1 | 45g 719 O | 76/6 60 719 |! 3 ; | 1319 b | 1. Fe eee 62/6 | ... 518 0 
50/- 40/712 15¢ Se || Yarrow & Co. £1...... 47/6 6 6 41} 30- 19 10!0!| 27126 | 154 || Hawker Siddeley (5/-))) 25/6x| + 3d 7a © 
| | | Textiles i | || 27/- 21/- |, 8c | 9c || Imp. Airways £1 25/- | —1/3| 7 4 0 
5/9 2/9 Nil Nil | Bleachers £1 ......... | 3/- eco | Nil |} 35/3 2716 || 3a | 5126 || Imp. Chem. Ord. Li 29/410'4 10lgd 515 3 
5/6 2/1012 |} Nil | Nil Bradford Dyers £1... || 3/6 | +6d | Nil i} 13/712 8- || Nile | 5 + | Imp. Smelting £1..... || 8/9 nm’ Ss. 2 
5/412| 2/412 || Nil Nil Brit. Cel. Ord. 10/-.. || 2/9] ... | Nil 734 6 |i t7loa ‘t17}0b i Imp. Tobacco £1 ... 6%6| +he | 316 OF 
7/6 4/- Nil Nil Calico Printers £1 ... || 4/412 | + 4lod) Nil || $515 $3879 || c$1-30| c$2-25)| Inter. Nickel n.p... | $43x | +15, 413 On 
41/9 32/6 i 10¢ 10¢c Coats, J.andP. £1... || 36/3 | —9d | 510 4) 12/9 | 941o]) 8) | 5 a | International Tea 5/— 9/6 |—-1/9| 617 0 
48/ll2| 33/9 3loa 76 Courtaulds £1 ........ || 33/99} —9d | 6 4 O|| 40/3 | 32/9 |i 4a | 66 || Lever & Unilever £1 | 37/6 7 ¢ @ 
39/9 28/9 2loa| 71ob | English Swg. Ctn. £1 || 28/9 | —7lgd} 619 2 |} 60/- 43/9 || 2212¢ | 20c || London Brick £1 ... | sy - + 7lod| 716 3 
6/9 3/412 Nil Ni Fine Cotton Spin. £1 || 4/- | : Nil i} 5136 5 i 813 a | 141g6 |! Lyons (J.) Ord. £1 43 6 
33/9 25/- 3a 5126 Linen Thread Stk. £1 || 27/6 6 4 0) 60/7l2| 426 i 15a | 27106 || Marks & Spen. ‘A’ 5/- | 48 i ES as 440 
49/412| 36/3 T1226 t12i2¢ Patons & Baldwins £1 |' 37/6 | | 613 3t 4lljg) 33g || 12126] loa || Murex £1 Ord. Se tlie| 5 3 3 
18/9 | 7- || Nil a Whitworth & Mit. £1 || 7/6 | 116 0 0'|| 37/- | 32/6 | 2124 | 9336 || Phillips (Godfrey) £1 32) 6 7 6 0 
| | Electrical Manufactg. | 356 26/3 7ioa |} 106 || Pinchin Johnson 10/- 28 6 | 6 2 6 
45/3 | 34/9 10c | 10c Associated Elec. £1... || 35/- |... 514 6 | 406 | 263 || 32106 | 12loq || Prices Trust Ord. 5/- 32/6 | —1/3} 7 0 0 
95/6 | 77/6 5a | 156 British Insulated £1 | 82/6 | -1/3| 417 0 || 589 | 426 || 3lga | 11786 || Radiation Ord. £1 .. 50/- 1/3| 6 0 0 
89/412! 78/9 5a} 156 Callenders £1.......... i 82/6 | —2/6| 417 0 || 5l532 47g || 22lo¢} 2219 c\| Reckitt & Sons Ord. £i 53161 ... | 46 0 
30/- 18/9 610b| 6a Crompton Park. A 5/- I 25/-x) + 4/- | 210 0} 143 113 |\¢5a $8135 || | Sears (J.) Ord. 5/— ... 11/3 6d} 518 0 
31/6 26/3 || Nile 10c English Electric £1... || 266 | —1/6| 712 5 || 14/6 89 || le 4c || Smthfild.&Ar a £1 8/9 Tied) 9 2 9 
77/3 | 67/- || 15¢ | 17lgc¢ General Electric £1.. |} 69/— | +1/-| 5 0 0 |} 60/6 51/6 } 210 a | 12196 || l Souter. Geek, EF :..... 52/- i; 515 0 
20/— | 16/- 5a | 156 _ Henleys (W. T.)5/-.. || 20- | 1... | 5 0 O|| 25/712} 21/— | Nil Nil || Swed. Match, Bks: 25 || 23/llei+ 7led| Nill 
41/3 34/- 5a | Tiob Johnson & Phillips £1 | 37/- | —1/-| 614 0 83- | 70- || 146 414 a || Tate and Lyle . 75/— | +1/3 416 0 
30/6 | 23/- || Tee Tige Siemens £1 .........++ i 23/0] ... 6 6 4 469 | 366 | 5a 56 || Tilling, Thos. £1 ... || 41/3 | +1/3| 417 0 
| Electric Light, &c. || || 68/410} 526 |] 116 5a || Tob. Secrts. Ord. £1 65/- | ... 419 0 
$13 | $73, Nil $1¢ Brazil Trac., no par. || g1014| + 14| 915 0 | 53/- | 30712|| 60¢ | w35c || TriplexSafetyG. 10/- | 35/712|+ 7igd| 9 16 0 
68/- | 62/6 || 6a 96 Bournemouth & Ple. | 639) |, 414 0 89/410} 74 410)| 16146 10 a | Tube Investments £1 || 80/- Jiod| 611 O 
29/3 | 24/6 | 2a 5b British Pow.& Lt. £1 |) 28/6 | +6d | 419 0 | 87/6 | 70/- || 16146 | 3344 || Turner & Newall £1.. || 75/--| 41/3) 5 6 8 
34/3 33/- |) 3loe 46 | City of London £1... || 34- | ... 4 7 6 || 57/412| 46/3 I Tob 5a@ || United Dairies £1... || 54/6 | ... | 413 4 
42/- | 136 34 5b | Clyde Valley Elec. £1 356 | 410 0 27/712] 18/4121 156 7Jlo a || United Molasses 6/8.. 20/712 2| i 7 5 6 
51/- 45/3 | 3a 712b CountyofLondon£l || 49- | = | 4 5 6 | 39/814] 346 || 71d) 5a | W’lipapr Mfrs. Def. i 35/719} 1 ves © 
38/6 | 34/- || 4a 56 Edmundsons {1 .. 38/-x| +6d| 414 0 || 39/3 | 326 || 3a] 76 vegan Tepes | 36/3 510 4 
35/ 31/6 || 2iga) 56 | Lancashire Elec. “fi |  33/— . | 411 0) 7/— | 60/6 || 15¢@ | 456 || Woolworth Ord. 5/-, 61/3 418 0 
32/412) 28/9 | 3a | 46. Lond. Ass. Elec. £1.. || 39) | 4213 4/]] i! Mines 
50/3 4316 | 3a 96 | Metro. Electric £1 .. et |. 416 0 || 70/7l2} 52/6 || 95e 95¢ | Ashanti Goldfields 4/- || | 62/61 +1/3| 6 1 0 
38/- | 33/3 || 2ipa| 5ip6 Midland Counties £1 | 366 | “| 4 7 6 | 12/1012! 8/1ip|| p1l5 | p6a| BurmaCorp.Rs.9... | 8/6 | —3d| 1417 6r 
32/- | 26/6 || 2l9a| 4126 North-East. Elec. £1 || 39), | °"" | 4 8 0 3/6 | 1,6 || Nile | Nil Commnwith. Mng. 5/-|| 2/- a Nil 
48/9 | 44/6 || 4a | 66. North Metro. £1...... | 46/3 | ... | 4 6 6 || 81/3 | 62/6 || 32l2€ | 614@ || Cons. Gids. of S. Af. 1, 72/6 |+3 3/1 510 4 
37/9 34/- || 2loa@| 5126 | Scottish Power £1.... | 36/2] 7° 4 8 3|| 1614 | 1434 || 95@ | 955 || Crown Mines 10/-... || 16 | 6 0 0 
40/8 37/6 I 3a 56 | Yorkshire Electric ... 40/6 | ... 319 0! 1356! 6 || 30a Nil} || De Beers (Def.) £21.. 734| - 9 0 0 
i Gas 69/412|51/1012 || 20¢ | 20 || Jo’burg. Cons. £1..... | 55/- | 175 8 
25/- | 21/6 || 5%a| 5%b | Gas BiG cine || 229 | —3d| 5 0 6 || 483 | 30/1012/) 11145 | 1114a@ | Randfontein £1 ....... 35/7)9| +3) 1 2} 1212 0 
138 11712 || “4a 65 | Imp. Cont. Stk. ...... 111912} -5 | 41 9f} 127% | Qe | 3719 b 25a Rhokana Corp. £1 .. 1014 | +1,]/ 6 0 0 
23/9 21/6 |] 2a 272 b Newc.-on-Tyne £1 .. 23/- | ‘ 412 0} 197g 1234 || Nil | Nil Rio Tinto £5 ......... ae + 1g Nil 
109%4 | 10154 || 2ioa 36 S. Metropolitan Stk. 1051 | 5 43] 21/719) 13/712 || 80c | 10a Roan Antelope Cpr, 5/- | 15/- 4 Od | (b) 
Motors and Cycle } 1054 | 93g || 756 | 75a || Sub Nigel 10/-........ 107¢ | +36/ 7 0 0 
51/3 36/3 | 5c 12)>¢ Albion Motors Ord. £1 37/6 | +6d| 613 3 | 82139! 7 2/6a | 6 -6 | Union Cp. 12/6 fy pd. || Bip | tig! § 0 0 
39/410| 31/- | t7lo¢ 91> q_ Assoc. Equip. Ord. £1) 32/6 | | 412 Of} 92539 Si3ig || Nil | Nil Ww. Witwatersrand 10/—"| ., Nil 
32/6 | 22/- || ‘50c 50c |, Austin 5/— ........0000 22| ... | 11 2 © }}_19/Mel 5/2igli_ 10¢ | Nile |) Wiluna Gold £1...... | 18/- | +6d Nil 
a 18/3 | Nil Nil Birm. Sa. Arms £1 | 1916 | +3d| Nil — || a _ 
2/9 18/3 | 83126 | 33l,¢ ENNIS Uf— .....cccceee ti. 6 6 0} 
23/1lz| 16/3 Ge | 5 , Ford Motors £1 2} + Tied) 518 9 | NEW ISSUE PRICES 
a 48/- || 12106 | iva po 7 ee o ee 3 : eer os 5 % 
(42; 71/3 | rf eylan otors 7 }—71 i} | Change); Change 
33/3 24/9 |! = a Morris Motors 5;~ Od. 26/- | +6d| 8 12 6} Issue | Issue) ps | since Issue | Tesue| June 8, anes 
61/3 38, Llp 206 5q@__ Ral. Cycle Hold. £1 39/412)... 12 14 O}} pee | June 1 | price) 1938 June 1 
96/10'2) 81/3 6a | 16125 | Rolls-Royce £1........ || 92,6 | +2/6; 419 0 | ————— et Se ee ee ee 
loj7iz) 9/9 25¢ | 40¢ | Stand. Motor 5/-..... | 10/9 | +3d/ 9 7 6k Alince. Box 5/-| 10/- | | 7/3-8/3ud | ... |IL.C.C. 312% |10112) 191g dis 1 
” Shipping i} | Austla. 354% 99 | %6-716 dis | +1)6 |Midsbro’ 314%! 971 lol 5;6—-31¢ dis + Ig 
16; 378 || ~=5a@ | 156 | Clan Line Steam. £1 4 | «:.| 5.0 0 | BeiraWks512%| 101 | Lig-lo dis | Odhams Ps 5 -| 8/9 | 8/9-9/3 a 
4/0 | 2/72 Nil | Nil |! Cunard £1 ..........6 | 2/9 | —3d Nil Br. Furn. Deb. 100 | 97-98 | <.. || Do. 4% debs. | £100) 10114-10214 + 1ig 
24/6 | 15/7!2|| Nile | 3c | Furness, Withy £1... 16/— 315 0 |\Cossor Ord.5/-, 7/6 | 3/9-4/3 | ... | Plym’ th. 314% | Rn | 13; ¢-15ig¢pm 516 
24/6 | 17/6 || 4¢ | ipa P. & O. Def. £1...... |) 21/- 316 0 | Do. 6% pf. | £l | 14/1012 |+ Led) Wick (A-C-5/ -| |” 619-73 
23/712) 16/9 || 4loe | Se | Royal Mail Lines £1. |) 17/-] ... 519 0 |iFyide W. 312%! ... | 3¢-l'g pm | ... |16% pref.£1.. i 19/3-19/9 
22/3 | 13/6 || Nile | Nilc Union Castle Ord. £1) 15/6] ... | Nil w B. 4% ab. 101} 11g-214 | + ly : | 
| | Tea and Rubber | =a — tiailiiaa “ 
—_ 9/6 || lee 5c. Allied ny Li... = - | —3d | : : 3 | 
30/- 18/lig|} 46 4a | Anglo-Dutch £1 ..... || 23/- |... | Jy 
29/412 | 18/3 || 5a} 106 | Bah Lias £1........... 22/- oe 498 312. © | UNIT TRUST PRICES 
27/~ | 22/6 2a | 6b | Jhanzie ‘lea £1........ 26x; ... | 7 2 3 as supplied by managers and Unit Trusts Association 
38/6 32/6 || 66 | 5a _— Jorehaut Tea £1...... 2/6 1/3} 617 O|f ; 
37/6 29/6 || 66 | 2ica Jokai (Assam) £1 .... || 31/3 |-—1/3| 5 8 10 || (Table does not include certain closed trusts) 
18/1012} 10/- || 5¢ | 5c Linggi Plant. £1...... | 126} .. | 8 O Oj —___ 7 . Siipeieeccingpialendats een a 
3/10 | 2/034 | 5a Jiob | London Asiatic 2/-... || 3/- ee is oe ek : June 8, Change, . | June 8, Change 
29/- | 176 || 4a | 66 | Rubber Trust £1 .... | 236 | +3d| 810 0 || Nameand Group 1938 since || Nameand Group | “j93 since 
3/814! 2/- | 5a 106 | United Serdang 2/- 2/9 Ee Ss J Lt a en _\June 1 sons ul June 1 
} | Oil | | | | | 
86/654, 67/- || 5a | 20 Anglo-Iranian £1 ... || 82/6 | +1/1012 6 6 0 | Municipal & Gen. | | Gold 3rd Ser. ...... 13/3-14/3 | 4.34 
32/6 | 24/9 } 121ga | 3212 6 | Apex (Trinidad) 5/- 26/9 | ... | 8 7 O | For. Govt. Bond... | 14/--15/- | +3d ||Keystone ............ 15/412-16/412)... 
36/- 25/- l Nil Nil |! Attock £1 ......eceeee 34/410) +3/Llg Nil Limited Invest. ... | 17/6-18/3x Keystone 2nd ...... 13/6-14/6 Llod 
6116 4\l16)|) 5a 256 | Burmah Oil £1 ....... |) 558) +416) 5 6 6 | Mid. & Southern... | 18/3-19/- | --- ||Keystone Flex....... | 14/--15/- | 
12/1042} 3/742 || 10d psc'lld ps ¢ | Mexican Eagle M.$4 4/9 | —3d | ? Scottish & Northn. | 16/6-17/3 | —3d |Key. Consol. ...... | 13/9-14/9x 
£42 £33%8 || 6a 116 | Royal Dutch f1.100... || £35 | 41] 5 1 Oe! Bank-Insurance | ] 
Siig | “31g || t7ig@ $121.6 | Shell Transport £1.. | 4igox| +132 | 419 Ot) Bank & Insur.* ... | 18/--19/- Allied i} 
518 446 || 206 | 10a || Trinidad Lease. £1... || 41532 | —132| 6 14 O | Insurance® ......... | 19/6-20/6 | I Brit. Ind. Ist ...... | 16/3-17/3 
I Miscellaneous NT a1 coshaconecute | 17/--18/- | Do. 2nd...... || 14/3-15/3x 
20/6 | 17/3 || Se | Se || Aerated Bread £1..... || 20/-]| ... 5 0 0 | Invest. Trust* ...... | 13/6-14/3 ; =: ae | ee 14/3-15/3 cd 
25/- | 20; | 9e | 8c Allied News. £1 ...... 21/6x)+1/112} 7 8 O | Scot. Midis Bs tiesces 14/710-15/6 | ... Des MEE eicane 15/9-16.9 3d 
25/9 | 18/- |} Ve | 7e || Amal. Metal £1 ...... 18/9 | | 7 9 4 | Cornhill deb.* ...... |21/119-21/10)19... |'Ellec. Inds. ......... 15/6-16/6 | 
16/6 | 11/3 66 | 5a Amal. Press 10;- 15/- | : 7 6 9 | Cornhill def.® ...... | 42 3-13/- | Metals & Min. ... 12/9-13,9 
S/- | 11)- 116 10 as Assoc. Brit. Pic. 5/— 12/- L6d 815 0 National | Other Groups 
17/9 | 10/412 || 2623¢ | 25¢ Assoc. News. Df. 5/- ll/- | +6d/11 7 O | National C. ......... | 17/6-18/6 | Brit. Emp. Ist Unit. 15/101)-16/1 012 
B8/llio| 67/6 Visa} 156 Assoc. P. Cement {1 75/- » 1 GO @ © TINMRIORRE DD. cccccccee | 15/9-16/9x | ; d Ss llod 
72/0 | 57/4 5a 106 | Barker (John) £1...... 57/6 | & & © HIER. BVSR, ...ccccce 12/419-13/419|_ ... Brit. Gen. “C” ... '14 112-15/1 liod 
65/712! 41,3 60¢ | 85c Beechams Pills Df.5/-| 47/6 2/6; 9 O O | Amalgamated ...... | 19/9-20/9 | —3d | Rubber & Tin...... IL] lod-1/1 5 
49/9 37/6 m 29 ¢| s§3213 c| Boots Pure Drug 5/- | 39/41ox} +3lod) 4 5 6 | Cemtury............0e- 16/l12-17/lioi =... ||Producers............ 7/--7/6 3d 
29/9 23/112 Tle c 10c¢ |. Borax Deferred £1.. 23/9 |—Tlod| 8 8 5 | Gilt-edged ......... 18/--18/6 |... ROOMGOEIS 2... .ccscceee 7/--7/6 
17/9 12,6 | 9c Nile | Bow. Paper Mills £1 16/- | +1/3 Nil SEL os nnstncasts 16/--17/- | —3d Do. Priority... 0 3-9/9 
55/41; 44/3 156 | Zloa | Bristol Acro. 10/- .., 52,6 1/33| 4 6 O ||Universal ............ 17/119-18/112 ligdi}ist Prov. “A”... 19/---20/= 
53/li2| 40,6 4a | 8l2 6|| Brit, Aluminium £1. || 48/- |-—2/-| 5 4 0O|/ “415 Moorgate” | pe. “3” , 14'~—15/-x| ... 
36/3 31/- || 234@| 56 | British Match £1...... || 31/6 | ... | 418 0 | Inv. Flexible ...... | 12/3-13/3 ‘aa Do. Reserves 14/6-15/6 3d 
5%16/ 41339!) $20¢ | $2114 ¢ |! Brit.-Amer. Tob. £1 || 47¢x | | 4 7 Ot/Inv. Gas & El. ... |12/119-13/112} ... Selective“ A”’...... 15/--16/— hain 
84/4\2 | 64/4), 7a | 106 || British Oxygen £1... || 66/3 | +1/3| 5 2 0 /||Inv. General......... 15/712-16/7io| —1129d'|Selective*B”  .., 15/3-16/3 llod 
62/— | 48/112), 17126 | 7lea@ | Brockhouse (J.) £1... 50/-x| —1/- | 10 0 0 || Inv. 2nd Gen. ...... 13/4)0-14/4) Llod — 
6854 48 | Nile | 4c¢ | Cable & Wir. Ord.... 481. | | 8 § O || Inv. Gold.......000e | 16/-—-17/- | +4lodi Brit. Trans. ......... } 126-136 . 
73 | 6 | 206 | 15a | Carreras A Ord. £1... 7 — 5 0 O || Hundred .........00 | 16/9-17/9x lied Bank, Ins. & Fin.... 15, 3-16'3 
14/- 8/3 20¢ | 25c¢ |, Crittall Mfg. Ord. 5/- 11/6 | —6d | 10 17 6 | Provident ..........+ 13/3-14/3 ... | British Bank Shrs. 19/6-20, 6x a 
45/- 38/3 || 10¢ |12lg¢ || De Havilland Air. £1 || 41/3 | ... | 6 0 O | Security First ...... 13/1012-14/1 012 Do Insur. Shrs. 15/9-16,9 ‘ 
33/- 25/3 |} 9e | Ye |] Dunlop Zl ........000. 26/6 wef Sere st | | —1lod|'Brewery ............ 14/--15/—xd| ‘a 
37/6 35/- || 106 | 5a || Eastwoods Ord. £1... || 35/- ec by eee Keystone | Protected Ist ...... 17/9-18/9 ia 
16/3 | 9/9 || 10¢ | 10¢ | Elec. & Mus. Ind. 10/-|| 10/6 | +6d| 9 10 0 |\Gold 2nd Ser. ...... |17/1012-18, 1/012 SS ae 15/3-16 ax “ 
_ 26/3 19/712" 15a 206 " Ever Ready Co. 5/-... “ 20/-' —i/- 815 O04 ! +3d i Do. 3rd ...... llj—~-12/- ' ... 


* Bid and offered prices are free of Commission and Stamp Duty. (a) Interim dividend. (5) Final dividend. (c) Last two yearly dividends. () Yield on 20% basis, 


(m) Including bonus of 5% free of tax. _ (n) Yield worked on a 2 per cent. basis. (r) Calculated at 1812 annas per share of Rs. 9. (p) Annas per share. 
(s) 815% paid free of income tax. + Free of Income Tax. (wv) Yield worked on 35% basis. (w) Paid on £300,000 more capital than in preceding year. 
(d) 17\2 per cent. cash dividend and 7!2 per cent. in deferred ordinary stock, (y) Dividend before the 200° capital bonus 4s. per share. 
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(Continued from page 619) 


New York Prices 


Close Latest Close Latest 


June = June June 
. , . 8, 
1938 1938 1938 1938 
1. Rails and _4. Manufacturing 
Transport . 
ee 1634 18l, 
Atchison ...... 26 2714|Chrysler ...... 401g 4254 
Bak. & Ohio... Sig 51l4/Elec. Autolite 145g 15ig 
aR 95g 953/Gen. Motors 281g 2912 
Can. Pacific... 55g 553'Hudson Mtr. 53g 534 
Ches. & Ohio 237g 2353) Nash Kelvntr 7 7g 
G.N. Ry. Pf... 1414 1519 Packard Mtr.. 312 353 
oe sae Z asa Sens — » lll, 
N.Y. Centr lg ing Airp lo 2 
Northern Pac. 754 MT Dougias Air... 4233 463, 
Pennsylv. R... 1454 1473) United Aircft. 2512 267 
Southern Pac. 1054 1114 Air Reduction 431) 47 
Southern Rly. 714 7!2 Allied Cheml. 144 150i, 
Union Pac. ... 62 6054)Col. Carbon... 6612 60 
Greyhound... 81g 85g/Dupont ...... 95 99 
|Un. Carbide 6234 661, 
2. Utilities and |U.S. Ind. Ale. 1514 17 
Communications |AlvisChalmer 401, 42 
7 ; |}Gen. Electric 3254 3454 
> — if si te West’hseElec. 725g 7733 
: ot haga , 4) American Can 855g 87ip 
a = 24: 8 Addressogrph 1812 19 
El Bo nd & Sh. mle 7 5\ Caterpillar ... 3834 4073 
Nat Pwr& Lt. 655 614/Cont-Can. ..; 37 3854 
N. American... 187g 191 Ingersoll Rnd 7l = 7019 
Pac Gas & Elc 265g 263, 10t- Harvester 5112 54lp 
Pac. Lighting 3714 371,|Johns Manvie O* = 69. 
Pub Serv N.J. 2853 271)/4m-. Ra _ 103g 
Stan Gas & El 3% 39'S 7S ~ |’ 
8 3.2 JI Case& Co. 751g 79lo 
Un Gee ep. 10) 97z| Glidden ...... 16 1653 
Amer. Tel. ... 12914 13134|G:Am- Trans 3612 3712 
Celanese of A. 117g Ill, 
Internat. Tel. 834 87, \Ind. Rayon... 14% 15 
Westn. Union 2114 21 ¥ 


| Colgate Palm. 734 8354 


Radio ......... 514 2| Bastm’n Kdk. 1491 15473 


» B. Pref. €7i2 49: 8\ Gillette ...... es 63 
3. Extractive and yon 4014 42s 
eaetes \20th Cen. Fox 1912 21 

Am. Rol. Mill 1412 15 
Beth. Steel ... 425g 451) 5. Retail Trade, etc. 
Beth. Steel P. 8314 85 Ole 371 
Republic St.... 12, 125,|Mont, Wank = ahve 328 
U.S. Steel --. 408 4255 Sears Roebck 5212 563, 
U.S. Steel Pi. 9312 96 (Tid prug 5. 474 
Alaska J'nesu 9% 10\s| Walgreen... 14 14 
Am. Metal ... 275s 29 i wooiworth ... 4233 4353 
Am. Smelting 33'2 35°8/Borden ...... 153g 1515 
Anaconda .-. 2214 24°|Gen. Foods... 2854 2875 
Bohn Alum.... 1g 1712 Kroger Grey. 1373 135 
Cerro de Pas.. 331g 3414 Nat. Biscuit 2134 231, 
Int. Nickel ... 42) 4373 70 Dairy ... 13 135, 
Kennecott ... 2853 2912 co°4 Brands 714 Tig 
Puino Mince 9 98 Am. Tob.B. 6814 69 
Tex. Gif. Sul. 2914 3054/7 ig’ Myers B. 9214 95 
Saat. SS SS i eaiieed ..... 1533 16 
Vanadium... 3332 14°4\Reyn. Tob. B. 3654 367 
Atlantic Reig. 2074 20°) Nat. Distillers 19 191g 
Phillips Petr. ‘se 32% |Schenley Dis. 1513 1514 
hell Un. Pf... 2 4 
Socony Vac.... 1255 12i,|6* Fimance 
Stan. Oil Cal. 2653 27 |Comcl.Credit 30 3155 
Stan. Oil N.J. 4614 4653) Adas Corp.. 65g 614 
Texas Corp. 3554 3815! Com. Inv. Tr. 345936!ox 
Capital Issues 
CAPITAL ISSUE TOTALS 
Nominal Con- New 


Week ending versions Money 
June il : £ £ 
To the Public ...... Nil ca Nil 
To Shareholders ... Nil Nil 
By S.E. Intro. ...... Nil Nil 
By Permis. to Deal.. 569,965 569,965 
Sav. Certs. wie 
BEEN cuscoccesess Dr. 50,000 
Including Excluding 
Year to date a — 
1938 (New Basis)......... 91,090,860 76,856,507 
1937 (New Basis) ...... 319,529,283 274,401,303 
1938 (Old Basis) ......... 64,952,057 51,667,799 
1937 (Old Basis) .......+- 215,383,284 172,687,239 
Destination 
(Excluding Conversions) 
Brit. Emp. Foreign 
Year to date U.K. ex. U.K. Countries 


£ £ £ 
1938 (New Basis) 54,961,416 19,465,862 2,429,229 
1937 (New Basis) 229,463,890 43,743, 953 1,193,460 
1938 (Old Basis) 33,625,930 15,642,745 2,399, 124 
1937 (Old Basis) 159, 507, 941 13,179,298 Nil 


Nature of New Borrowing 
(Excluding Conversions) 


Year to date Deb. Pref. Ord. 


£ 
1938 (New Basis) 42,164,732 7,041,045 27,650,730 
1937 (New Basis) 140,196,801 18,459,646 115,744,856 
1938 (Old Basis) 33,863,766 2, 478,496 15,325,537 
1937 (Old Basis) 126,657,883 12,240,231 33,789,125 


Norte.—* Old Basis ” includes public issues only ; 
“New Basis” includes all new ne in which 
permission to deal has been grant 





TENDERS 


Brighton, Hove and Worthing 
Gas Company.—Sale by tender of 
£50,000 Four per Cent. Preference 
Stock at minimum price of par. Appli- 
cations must be for not less than £50 
stock, and the latest date for receipt of 
tenders is June 23rd. 


BONUS ISSUES 


British Electric Traction.—A 
scrip bonus of 10 per cent. on the de- 
ferred stock is announced. 


De La Rue (Thomas) and Com- 
pany. — It is proposed to distribute 
bonus shares in the ratio of one bonus 
share for ten shares held. 


Edmundsons Electricity Corpora- 
tion.—A bonus is recommended of {1 
of new ordinary stock for £2 of stock 
held, by the capitalisation of £2,250,000 
of reserve. 


‘** Sanitas ’’ Trust, Ltd.—It is pro- 
posed to distribute a capital bonus of 
one new ordinary Is. share for each 
ordinary Is. share held. 


CONVERSIONS AND 
REPAYMENTS 


Victory Bonds Drawing.—The 
nineteenth drawing of Four per Cent. 
Victory Bonds will take place on June 
20, 1938. A list of bonds drawn will 
be published not later than July 1, as a 
special supplement tothe London Gazette 


SHORTER COMMENTS 


Company Results of the Week.—The 
Burton brewers, MARSTON THOMPSON 
AND EVERSHED, report a moderate im- 
provement for 1937-38, with net profits of 

138,377, against £130, 263. MANCHES- 

ER COLLIERIES have earned £31,300 
more, at £331,306, while trading profits are 
as much as 18 per cent. higher. Having 
experienced a good demand for coal at 
higher prices SOUTH HETTON COAL 
have doubled their dividend, at 5 per cent. 
Net profits of SHIPLEY COLLIERIES 
are slightly higher than the 1936-37 level at 
£189,171. J. STONE AND CO. (brass- 
founders and engineers, of Deptford) have 
earned £251,224, against £198,812, and the 
dividend is raised from 20 to 27} per cent. 
Good progress has also been made by 
RUSTON AND HORNSBY, whose earn- 
ings are £81,000 higher at £222,426. Of this 
increase, however, £17,550 arises from profit 
on the sale of an investment. PHILLIPS 
AND POWIS AIRCRAFT again record a 
loss, though it is reduced to £19,297, com- 

ed with £31,586 for the previous year. 
The full benefit of increased orders placed 
in 1936 was not felt in 1937, but increased 
business was placed last year and the factory 
is now working to capacity. While LINGGI 
PLANTATIONS have earned no less than 

65,897, against £25,202, the 5 per cent. 

ividend is unchanged, £30,000 being placed 
to general reserve. Tea companies generally 
show a substantial improvement in profits. 
ASSAM CONSOLIDATED, for example, 
has earned £40,051, against £17,400, and 
dividends are resumed with a 7 per cent. 
distribution. Profits of BRITISH ELEC- 
TRIC TRACTION again show a high rate 
of expansion, amounting to £446,472, 
against £390,895. The 5 per cent. dividend 
is maintained on an increased capital, and 
the 10 per cent. share bonus repeated. 
BROWNLEE AND CO., the timber mer- 
chants, record a fall of £8,000 in total profits 
to £63,878, the value of timber and invest- 
ments having been reviewed before arriving 
at profis. MARSTON VALLEY BRICK 
are reducing their dividend from 20 to 
17} per cent. The works have been employed 
to full capacity, but extensions at Ridgmont 


DIVIDEND 
ANNOUNCEMENTS 


Rates are actual, unless stated per annum or 
shown in cash per share. Rate for previous 
year refers to total dividend, unless marked 
by asterisk to indicate interim dividend. 


*Int. 








Pay- | Prev. 
Company | or | Total ag 
| tFinal | able Year 
V | % { % 
RAILWAYS | 
Bengal & N. Western. 8* | July 25; §8* 
Rohilkund & Kumaon 8* July 25; 7#* 
BANKS | 
Guaranty Trust (N.Y. )| 3* .» (July 1 3* 
Nat. of New Zealand.. | ¢2lot, t4lo oon t4 
INSURANCE 
I iain ctscininene | 7Jlp* 673 
TEA & RUBBER | | 
Anglo-Ceylon Estates 6t | 10 if Q 
Borakai Tea ............ mo 2 \July 6) Nil 
Bordubi Tea . - | lot] 15 we | W2le 
Borelli Tea .... 15t 20 | , 
Budla Beta Tea ........ | 5t oe ae om 
Bukit Rajah Rubber | = 5 \July 13 5 
Buxa Dooars Tea...... | 16+ et hh. 
Cicely Rubber Ord. 5+ 10 | | 12l, 
Do. Pref.... | 7iot | 15 | | 179 
Cranley Tea ..........+ ye | Qiot 
Dejoo Tea . = a 6 |July 9 5 
Deli Batva Rubber. a 12 a Nil 
Dhendai Tea. oo 10+ 12 10 
Dima Tea .. sieea 14¢ 17 . 8 Be 
Doloo Tea.. W2iot 15 \July 7 10 
Eastern Assam Tea . 12)ot 171 ‘ 12 
Empire of India Tea. Jiot 10 JJuly 1 9 
Indian Tea (Cachar) . 3lo July 6 3 
Jalinga Tea . cach ; 10 July 7 72 
Kacharigaon Tea .. 5 . a 
Koomsong Tea ....... W2\ot; 15 10 
Majuli Tea ........ 5 <n 2\2 
Manch N. Borneo Rub. Llot 4 —— 5\y 
Namdang Tea . vas Been 10 a 
Tingri Tea. sf 10 8 
Vallambrosa ‘Rubber 17lot 25 July 15 30 
MINING | 
East Champ d’Or 6d p.s. July 28 Nil 
Government Areas 1/9ps | July 28 | 2/3ps 
Idris Hydraulic Tin 21,* June 24 95 
we oe Estate . | l/-ps July 28 1/6 ps 
ndfontein§ .......... | 2/3 ps a July 28 2/3 ps 
Scottish Australian.... | s san 8 
South Crofty ......... “5+ 25 es le 
— aaa eee 12/6 ps «» |July 28 2/6ps 
it. Gold (Knights) | 2/-ps | July 28 2 
INDUSTRIALS | - July — 
Aberdeen, etc., Trust |... 3 \June 29 3 
African Land, etc...... | |... 17» ; 17lo 
Amal. Roadstone...... | 3! t 6 6 
Aron Electricity........ | 10+ Ss | i 
Beer (I.) and Sons ... | 5+ 8 |June 22) 10 
Betts & Co. sesecscevens | $1lo* ... lJune 24) $1lo* 
Boase Spinning ....... | ... im seas 5 
British Sugar ......... cee 4lo; ... 4 
Brit. Borneo Timber..| ... | 8 | ... 6 
Brooke Bond & Co....| 5¢) 10 | ... | 10 
Reowe (John) & Co. | $¢12lof $171 | | $15 
se et BP Llu 20 
De la Rue _ SE , oe  & ee 8 
Eide. Dempster Lines 4t | 9 | 6 
Electric Construc. 12lo 10 
Gale Lister & Co. 15t¢ 20 June 30) 17 
Gen. Securities Inv. | Set 6 | a. a 
Glacier Metal ......... 6 . ee 
Grosvenor Caterers |... 8 | i 8 
Guest Keen & Nett.... | ¢4iot)  $7!o . | $6 
Holroyd (John) & Co. | = 6* June 30 6* 
Key Glassworks ...... io - «+ {June 20); 5* 
Majestic Theatres ... 4t oT . ae | 8 
Marston eam, at7lot| t15a 15t 
Metal Industs. . 4t 7), ee 7°52 
Newcastle Breweries. | 3+ oe ke 3" 
Ohlsson’s Cape Brws. | 1210+ 17io July 7} I7l,g 
Reed (Albert E.) ...... | a ot, a9 ee 9 
Royal Ex. (Glasg.) ... | July 6 Lig¢ 
S. African Breweries. lsi7 t $22l> July 14, 22\9¢ 
“Sanitas ”’ Trust .... | = $815 | Julyl) {8s 
oe aaa Some 10 wes 
Stork Bros. & Co. ... | 5 ot oe 
Sunlight Laundries .. 7 a4ip*| June 29° Sis* 
Turner & Newall ..... | 334*, July 23 354% 
Westburn Sugar ...... , aoe June 14 $6* 
Whessoe Foundry ... |. = oa 28, 20 
Whitehead Iron, etc... \a 2 dat 356 “ 35 


(a) Paid on a larger capital. 
cent. on old capital. ¢ Free of income tax. 


WHITEHEAD IRON AND STEEL.—Final 
ordinary dividend 12!) per cent., also a cash bonus 
of 10 per cent., making 35 per cent. for year as 
before on increased, or 43°7 per cent. on old, capital. 


ELDER DEMPSTER LINES.—Final ordinary 


dividend 5, making 9 per cent. for 1937, against 6 
per cent. for 1936. 


BROWN (JOHN) AND COMPANY.—FPFinal 
ordinary dividend 12! r cent., tax free, making 
17\o per cent., tax free, Ee year to March 31, 1938, 
against 15 per cent. tax free. 


(bd) Equal to 43,7, per 





SHORTER COMMENTS— cont. 


were delayed owing to difficulty in obtaining 
steel. While ATTOCK OIL show profits 
which are more than doubled at £56,885, 
this result understates the rise in crude oil 
output due to the production of wells on 
the Dhulian Field, for it was necessary to 
build up stocks before extending sales. The 
latest results enable a small credit balance 
to be carried forward. 


June 11, 1938 


MISCELLANEOUS 

Marston Thompson and Evershed.— 
Net profit for year to March 31, 1938, 
£138,376 (£130,263). To stock redemption 
account £2,693 (£2,577). Ordinary dividend 
15 per cent. tax free, as before, but on larger 
capital, To reserve £25,000 (same). To 
reserves : improvements £7,500 (£10,000) ; 
contingencies £15,000 (nil). Carry forward 
raised from £138,957 to £141,340. 

Linggi Plantations.—Profits rose from 
£43,431 in 1936 to £83,602 in 1937. To 
general reserve, £30,000. Ordinary divi- 
dend maintained at 5 per cent. Carry 
forward £27,370. Exportable crop, 4,134,159 
Ibs., against 2,864,056 lbs. in 1936. 

British Electric Traction.—Revenue 
for year to March 31, 1938, £669,404 
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(£585,073). Net profit £55,576 higher at 
£446,471. Deferred dividend, 5 per cent. 
on capital as increased by previous year’s 
bonus of 10 per cent. tax free in £1 deferred 
shares, which is again to be paid this year. 
Undivided profits account £185,323, against 
£138,659. 


Shipley Collieries, Ltd.—Profits for 
year to March 31, 1938, £219,948 (£219,184). 
Ordinary dividend maintained at 12 per 
cent. To general reserve £32,955 (£36,000). 
Tax and N.D.C., £30,000 (£15,000). Carry 
forward £51,950 (£50,676). 

Edmundsons Electricity Corporation, 
Ltd.—The results of the operations of the 
Edmundsons group of companies during 
May, 1938, as compared with May, 1937, 
show an increase of 19 per cent. of units sold. 
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Attock Oil Company.—Profits rose in 
1937 by £34,413 to £56,885 (after writing 
off well boring expenditure). To depreciation 
£40,000, the first allocation since 1933. 
Carry forward £2,761, against Dr. £14,123. 





The improved results are mainly due 
to increased production from Dhulian 
Field. 

Great Universal Stores Acqui- 


sitions.—This company has acquired two 
drapers’ businesses. On June 4th it was 
announced that the Glasgow drapers’ 
business of Alexander Sloan and Co. had 
been acquired for about £900,000 cash, and 
on June 9th that the Manchester business of 
Samuel Driver had been bought for 
£80,000. 


Industry and Trade 


Employment Returns for May.—The latest employ- 
ment- returns give no indication of a reversal in 
the downward trend of business activity. The num- 
ber of insured persons, aged 16-64, in employment 
in Great Britain was estimated at 11,375,000 on 
May 16th, a fall of 15,000 from last month and of 
148.000 from May of last year. The usual seasonal 
improvement in employment in such industries as building 
and public works contracting, and in the hotel and board- 
ing-house trades, has been more than offset by a decline 
in coal mining, in the cotton industry and in certain 
branches of the iron and steel and engineering trades. The 
number of unemployed on the registers in Great Britain 
amounted to 1,778,805, an increase of 31,041 compared 
with April and of 382,000 compared with May, 1937. The 
increase over the figures for last month was largely due to 
temporary stoppages in the coal and cotton industries and 
also to the registration of juveniles who reached the school- 
leaving age at the end of the Easter term. A comparison 
with the returns for May of last year reveals the severe 
depression which has overtaken the textile trades; the 
numbers of unemployed on the registers in the cotton 
industry increased by 78,000 during the year and by 
28,000 in the woollen and worsted trades. The figures for 
the metal goods and engineering trades have also increased, 
by 28,000 and 18,000 respectively, compared with a year 
ago. 


* * * 


Vital Tin Decisions.—aAt its meeting of June 2nd, 
the results of which were issued too late to be discussed 
a week ago, the International Tin Committee made three 
vital decisions. Firstly, it adopted the buffer pool in prin- 
ciple and set up a sub-committee to work out a detailed 
scheme. Secondly, it increased the Malayan and Dutch East 
Indian standard tonnages by 7.5 per cent. Thirdly, it re- 
duced the quota for the third quarter of 1938 to 45 per 
cent. of basic production, compared with 55 per cent. in 
the preceding quarter and 110 per cent. in the correspond- 
ing quarter of last year. The adoption of the buffer pool 
had been generally expected after the Colonial Office’s 
decision, two days before the I.T.C. meeting, to accept 
the pool on behalf of Malaya and Nigeria. The increase in 
the Malayan standard tonnage was also expected, but the 
increase in the Dutch East Indian basic quota came as an 
unpleasant surprise, particularly as the standard tonnages 
of the other restriction countries remained unchanged. This 
step raises the aggregate standard tonnage under the scheme 
from 199,850 long tons to 207,972 long tons. Malaya’s new 
basic quota now amounts to 77,337 tons, compared with 
71,940 tons, while that of the D.E.I. is 36,330 tons, against 
39,055 tons. Higher standard tonnages must necessarily 
lead to lower current export quotas, so that the compromise 
on the standard tonnages is not a good omen for the smooth 
working of the quota scheme in future. The most important 
of these decisions, however, is the cut in the quota for the 
third quarter of this year. The 45 per cent. quota, on the 
basis of the new standard tonnages, gives a supply of 93,587 


long tons per annum, but it is expected that about 10 per 
cent. of the standard tonnages will be earmarked for the 
pool; the actual percentage will be fixed later in June. 
‘The annual rate of supplies from restricting countries for 
the free market would thus be only 72,790 tons, which, 
with the outside supply of about 25,000 tons per annum, 
gives an annual rate of supplies to the free market of 
97,790 tons. The 1938 rate of consumption, however, is 
estimated by the market at between 125,000 and 140,000 
tons, which is considerably lower than the level of supplies. 
As the International Tin Committee is unlikely to have 
estimated world consumption for 1938 at much less than 
these figures, the new cut in the quota must be taken as 
the expression of a change in policy. Apparently the Com- 
mittce intends to force up prices as soon as possible by 
keeping the market in short supply and by making it 
dependent on buffer pool releases. 


* * * 


Curtailment of Copper Output in America.—The 
steady deterioration in‘ the United States copper market 
has induced the Kennecott Copper Corporation to discon- 
tinue its copper output in the United States from June 15. 
This decision follows that taken by the Anaconda group 
last week to curtail its output in the Butte district of Mon- 
tana by two-thirds. In addition to these voluntary curtail- 
ments by the two largest of the world’s producers, a 
number of other American firms will soon be forced to 
shut down their mines owing to the low levels of the 
present prices. It is expected that the consequent decline 
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in output will reduce the current rate of production from 
slightly over 50,000 tons to about 30,000 tons, which 
approximates to the level of the recent rate of absorption. 
A reduction in United States’ stocks cannot therefore be 
expected, particularly as the supply of re-treated scrap 
copper is quite substantial. The restoration of equilibrium 
on the American market is now dependent on a re- 
covery in that country’s industrial activity, provided that 
the stringent restriction of production is maintained until 
consumption increases. Both factors are still somewhat 
uncertain, so that a definite view on the market’s trend 
cannot be expressed at this stage. European copper in- 
terests, however, are watching very closely the new move 
of the United States copper industry, as the unsatisfactory 
state of that market and the danger of higher American 
copper exports provided the chief reasons for the recent 
slump in the London price of copper. 


* * * 


Co-operative Progress.—This year’s Co-operative 
Congress at Scarborough, attended by 2,000 delegates, 
received an economic survey of the retail movement made 
by the recently established Research Department. The 
general conclusion is that during the post-War years the 
growth of co-operative retail trade has not been commen- 
surate with the rapid growth in membership or with the 
increasing resources of the movement. Within the next few 
years, unless the merging of societies proceeds on a volun- 
tary basis, certain societies will find themselves in financial 
difficulties. Therefore the Executive has recommended that 
the various areas shall be examined with a view to the 
amalgamation of societies. For the first time a census of 
co-operative shopkeeping has been taken. It shows the 
following distribution of trade: — 


No. of Trade Average weekly 

shops in trade per 

millions member 
i s. d. 
Grocery, bread, etc. ......... 10,660 135-0 6 8 
SI Since scssevacbencsonness 5,015 19-9 1 0 
CSESERSTOCETY, CIC. ...020000000 1,249 3-9 S 2 
ED 420 18-6 0 11 
eit hee eeanne 2,101 18-4 0 11 
Re 728 6°3 0 4 
GSTS GN SHOES .....0000000008 1,236 5-9 S 3 
OE ks ccscpotocnen 1,013 7-7 0 4 
ES 421 1-6 0 1 


Other businesses in which the retail co-operative societies 
are engaged include the provision of 50 shops for optical 
services, 20 for sports outfitting, 259 for tobacco, and 144 
hairdressing saloons. Coal is supplied through 700 societies, 
532 have laundry services, and 441 funeral furnishing 
departments. Co-operators have established 24,000 shops 
in all, which is twice as many as any figure with which the 
movement has been previously credited. If 750,000 is 
accepted as the total number of shops in the country, it 
would appear that there are now 685,000 private, 40,000 
multiple and 24,000 co-operative shops, as well as 1,000 
departmental stores. 


* * * 


Electricity in the Cotton Industry. — The 
appeal of the cotton industry against the increase in the 
delivery price of coal was disallowed by the Board of 
Trade’s arbitrator last week. It is significant that this 
appeal should coincide with the putting into full operation 
of the great Barton Power Station. Coal prices have 
risen since the war, but during the last four years the 
movement has been accentuated ; thus from an average 
of 18s. per ton in the years 1930-35, the price rose to 
20s. 3d. in 1937, and it has been proposed by the coal 
owners that 24s. would be an equitable price for 1938. 
Despite the small part taken by power in the total cost 
of production of cotton goods, this increase lays a con- 
siderable burden upon the industry, which at present is 
in a state of real depression. Even before the recent rise 
in the price of coal, electricity was increasingly used in 
the textile trades as a source of power. 


MILLION Horse POWER 


1912 1924 1935 
46°5 92:4 141:2 
29:9 168-7 453°2 


Electricity generated in own works... 
Electricity purchased 


Three main factors have been responsible for this change. 
In the first place, the increased efficiency of thermal 
power stations has reduced the coal equivalent of a unit 
of electricity from 1.97 Ibs. in 1929 to 1.50 Ibs. in 1936; 
with the further concentration of power production in a 
few large stations, it is possible that efficiency will be 
increased and that the cost of electricity will compare 
even more favourably than at present with that of power 
from primary engines. Secondly, many cotton mills have 
reached the stage when the obsolete nature of the boiler- 
room apparatus has made replacement essential, and at a 
time when it is difficult to raise new money in the cotton 
industry, the low capital cost of installing electrical 
machinery has been an important factor in increasing 
the use of electricity. Lastly, there are certain technical 
advantages that follow from the use of the electrical 
drive, such as elimination of variations in the speed of the 
different processes, the flexibility of individual units, the 
very considerable saving in floor space, and the freeing 
of the management from the responsibility for power 
production. For these reasons, the electrification of the 
cotton industry is an inevitable process, but it will be 
hastened by the replacement of obsolete plant and by 
any further rise in the price of coal. 


* * * 


Marketing Schemes and Fines.—The Agricultural 
Marketing Acts of 1931 and 1933 empowered the various 
Marketing Boards to impose monetary penalties for the 
contravention of their regulations. It was obvious that the 
Boards must have some method of compelling adherence 
to the provisions of the schemes, but, nevertheless, these 
powers have given rise to difficulties and to much criticism. 
The fines are imposed by a special committee of each Board, 
after hearing such evidence as they think fit, and the 
defendant has no appeal to any outside authority. The fines 
rank as commercial debts, and their payment has been 
enforced, where necessary, through the ordinary courts and 
ultimately by distraint. The Milk Marketing Board alone 
collected nearly £20,000 in the last two years by way of 
fines, which ranged in size from a few shillings up to 
severai hundreds of pounds. The matter has been discussed 
recently in the House of Commons, and last week Mr 
Morrison announced that he would set up a departmental 
committee to enquire into the present arrangements for the 
imposition and recovery of penalties for contraventions of 
such schemes and to make recommendations for any 
changes they may think desirable. 


* * * 


Grass Drying.—Experiments in the artificial drying 
of grass have been carried on for some years. Investigation 
of the nutritive value of freshly-cut young grass showed 
that, when some of the water had been evaporated, it 
possessed a higher content of proteins, minerals and vita- 
mins than the same weight of hay, and that it could be 
preserved in good condition for some months. The main 
problem has been to find a satisfactory and economical 
method of drying short grass quickly by means of hot air 
or by passing it over a hot surface. The subject has 
aroused much interest in the dairying and grazing 
districts, whose profits are greatly influenced by the 
eternal uncertainty of haymaking and by the cost of con- 
centrated foods. Two reports on grass drying have been 
issued by the Agricultural Research Council and the Agri- 
cultural Economics Research Institute at Oxford has just 
published the results of its second inquiry into the cost 
of grass drying. From this report, which covered the 
operations of nine driers on nine farms during 1937, it 
can be deduced that neither the process nor the methods 
of operation are yet capable of standardisation. Each of 
the nine driers differed in some important, respect from 
the other eight; the initial cost of the machinery ranged 
from £1,200 to £400, while the working costs (including 
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rent and depreciation) ranged from £8 7s. 2d. per ton 
to £3 17s. 6d. per ton of the dried product. At the latter 
level and with prices now ruling, dried grass is definitely 
competitive with corn as a source of protein, but as it 
contains less protein and more starch per unit of weight 
than the concentrated oil cakes, it is too bulky to be the 
sole foodstuff of cattle. The results of these recent investi- 
gations into costs and nutrition indicate that artificial 
grass drying cannot, as was originally hoped, produce 
sufficiently concentrated material to supplant altogether 
the use of other sources of protein. But when the more 
technical problems of method have been solved, it is prob- 
able that dried grass will provide a valuable supplement 
to winter rations on the larger farms which can afford the 
machinery and which maintain enough regular labour 
to keep the drier in operation for some months at a time. 
For most farmers, however, ensilage is likely to remain 
the cheapest and most convenient method of preserving 
grass for use in winter. 


* * * 


State and Industry in East Africa.—The dividing 
line between the functions of Government and those of 
industry have become increasingly blurred in the twentieth 
century. The report of the Joint East African Board for 
1937 reveals the complicated réle played by the State in 
the development of the colonies and protectorates of Kenya, 
Nyasaland, ‘Tanganyika, Uganda and Zanzibar. Its activi- 
ties have extended far beyond the provision of roads and 
railways, of harbours and airports, of educational, medical 
and social services. During the last year the Government of 
Nyasaland have instituted, by agreement with the industry, 
compulsory auctions for tobacco on the lines of those 
recently established in Southern Rhodesia. The excess 
ginning capacity in the Uganda cotton industry has been 
dealt with by a ginning and buying pool system, under 
Government encouragement, and a bill for the control of 
the cultivation, purchase, sale and ginning of cotton has 
been introduced into the Tanganyika Legislative Council. 
The coffee producers in Kenya, Tanganyika and Uganda 
have set up a Joint East African Coffee Producers’ Board, 
under the chairmanship of the Secretary to the Governor’s 
Conference; coffee exchanges have also been established in 
Nairobi and Mombasa. In all these territories, the State 
services of agricultural research and veterinary control are 
playing an active part in developing agricultural resources 
and educating the native farmers in the principles of good 
husbandry. Industry and State are, in fact, working hand 
in hand in building the economic structure of these new 
countries, and the Joint East African Board closes its report 
with a plea for a long-term policy of development, to be 
carried out by co-operation between the local Governments 
and private industry. 


* * * 


Diamonds.—At the annual meeting of De Beers on 
May 20th, Sir Ernest Oppenheimer pointed out that sales 
of diamonds this year would probably fall substantially 
below last year’s level, and that in the absence of an 
improvement De Beers might be forced to curtail output. 
The decline in diamond sales this year is not surprising, 
for there is no commodity which depends more on pros- 
perity in the United States than diamonds. In 1937 the 
value of the United States diamond imports, at 
$44,132,424, showed an increase of one-third over the 
figure for the preceding year and was only about $11 
millions below the record level of 1929. Estimates for the 
current year put probable imports into the United States 
at less than $30 millions. Such a decline must seriously 
affect world turnover. The recent estimate of the adminis- 
trator of the South-West Africa Mandated Territory for 
world sales in 1938—£6,000,000, against £9,300,000 in 
1937—appears too high rather than too low in the light of 
the recent trend of sales. In 1937 South African diamond 
sales, at 949,113 metric carats, were below the country’s 
current production for the first time since the depression 
year of 1932, when sales amounted to 1,030,434 metric 


carats. So far, however, the industry has had no difficulty 
in maintaining firm prices, a consequence of the strong 
organisation created in recent years. In 1937 the average 
value of South African sales was 78s. 10d. per metric carat, 
against 58s. 5d. and 24s. 6d., respectively, in the two pre- 
ceding years and 80s. 9d. in the record year 1929. After the 
last slump the co-operating diamond producers had a hard 
task in restoring the confidence of the market. They may be 
expected to do their utmost to maintain prices and, there- 
fore, confidence. 


* * * 


International Wholesale Prices.—The downward 
trend of British wholesale prices has for the moment 
been partially checked. During the past fortnight 
The Economist’s complete British index number has 
fallen only from 119-6 to 119-1, which is a much smaller 
movement than occurred in the previous fortnight. 
The decline in primary products, both in England and 
the United States, is also less pronounced. Also the 
complete Irving Fisher American index has maintained 
a fair degree of stability ever since the end of March. 
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Date | British | (ster- | 1tving | tique | ber of | tisch 
Complete, erpebeey ~| ling) | Fisher | — Com- helo 
(otis) British (American | , merce | amt 
( eee (dollar) | | 
1936 | | | 
Dec. a 131:3 163°9 187-3 | 166-7 | 128-8 | 113-0 116°3t) 95-4 
193 j 
Jan. 27th) 134:2 | 164-2 184°5 167-0 | 131-:0 | 115-9 sin 95-7 
Feb. 24th) 136-3 | 168-2 185-5 167-4 | 131-8 | 116°8 124-3 | 96-2 
Mar. 31st) 144-3 | 181-9 199-7 167-4 | 137-3 | 121-8 126:2 | 97-5 
Apr. 28th; 142-0 169-9 183°5 | 165-4 | 135-6 | 120-5 128-7 | 97-0 
June 2nd) 142:7 170-2 178-9 165-6 | 134°3 | 119-8 133-2 | 97-5 
— 30th| 139-5 165-9 176°8 165°7 | 134-1 | 134°2 | 97°5 
uly 28th} 140-2 | 167°1 171°8 164°5 | 133-8 | 130-8 137-1 | 97-9 
Aug. 25th) 137-9 164°4 165-3 164:2 | 133°0 | 133°3 137-1 98-1 
Sept.22nd/} 136-0 164:0 | 166°3 | 165-1 | 133°:7 | 139-4 137-7 | 97-6 
Oct. 20th} 133-6 | 156°2 152:3 165-4 | 129°5 | 138-8 141°6 97:3 
Dec. Ist} 127°5 145-4 | 138°9 164-8 | 125-1 | 134°0 143-3 97-0 
Dec. 29th} 127-8 | 147°4 | 135°3 | 164-2 | 120°5 | 135-8 143-8 97:0 
1938 
Jan. 5th!) 128-9 | 148-2 136-8 164-5 | 120-6 | 137-4 143-6 96-9 
Jan. 19th} 127°8 | 146°5 | 137-7 | 164-3 | 120°9 | 138-1 143-5 96-9 
Feb. 2nd! 126-6 | 144-4 | 135-4 | 164-5 | 119-8 | 137-9 142-9 97-0 
Feb.16th| 125-0 | 141-7 | 136°8 | 164-5 119-5 | 138-1 142-4 96-9 
Mar. 2nd} 125-1 | 143-1 138-7 | 164°5 | 120-3 | 138-1 142-5 97:2 
Mar.16th! 123-9 | 140 8 134-8 | 164-5 | 119°3 | 139-9 142:5 97-2 
Mar.30th} 122-7 137-0 129-3 | 164-6 117-7 | 139-4 141-7 | 97:1 
Apr. 12th} 122-6 137°8 130-6 164-6 | 117-6 | 139-9 141°5 97°0 
Apr. 27th; 121-4 137.8 127-5 164-3 | 116-9 | 139.9 142°8 97-0 
May I1th!} 121°3 137-0 126-1 164-6 | 117-1 145°3 143°4 96-9 
May 25th} 119.6 132-2 | 121-9 165-5 | 117-2 | 145-6 96-3 
June 8th! 119-1 131-5 121-6 165-4 | 116°7 96-7 
* These figures relate to June Ist. t Monthly average. 


The following table shows the movement of the various 
groups comprised in The Economist index number: — 


The Economist INDEX 




















(1927 = 100) 
Sept.18, June 2, May 25, June 8, 

1931 1937 1938 1938 

Cereals and meat... 64°5 93-6 88-3 88-3 
Other foods ......... 62:2 68 -6 58.9 58-1 
NIE cc acaceatceda 43-7 73°2 52:1 51-9 
Minerals .......cccce 67-4 110-0 89-0 89-3 
Miscellaneous ...... 65:8 86-7 75-0 75:1 
Complete index 60-4 86-2 72:2 71-9 
1913 = 100......... 83-1 118-5 99-4 99-0 
1924 = 100......... 52:2 74-5 62:4 62-1 


Wheat prices are lower than a fortnight ago, though 
barley and oats show a rise. Potatoes and meat prices 
remain stable, and bacon is also unchanged. Butter shows 
a continued decline, this chiefly accounting for the fall 
in the “ Other Foods ” Index. Textile prices are again 
slightly lower. Tin and copper show some recovery, 
but there is very little change in the miscellaneous 
materials, though rubber and hides are dearer. 
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| : 
: ‘ sé Week 
Coat Output (’000 tons) WORLD SHIPMENTS OF WHEAT AND FLOUR sia eet 
anaes 3 its 000 quarters) ar 28, June 4, 
| Weekended | Jan.—-May | ! i —_—___. = = 
ae Week ended Season to COFFEE (contd.) : | = 
District | D/dforhomeconsumption | 3,573 2,785 
| May May | May l June | June | June IE iiccdbdsecestahedin | 803 2,060 
} 21, 2k, 1937 1938 | 28, . a Stocks, end of week....... 146,950 | 146,711 
| 1938 1938 | 1938 | 1938 | 1937 | 1938 Other kinds—Landed...... | 3,358 564 
from— P » D/dforhomeconsn.| 2,906 3,498 
N. America......... 638! 488] 23,231) 20,131 x Exports ....-...+.0. }_ 502 604 
Northumberld., 274:2 302-1) 5,831°8) 5,896-5 Argentina and =| a eee. |e (ae 
Durham ....... 677°1 672-2 13,412:3 14,276°4 ere et. | 7 ine (“Se | 
Yorkshire 820°5 816-5|19,103-0 19,660°9 Australia ............ | 337| 254) 11,645) 15,806 —— pines Seatiietetd Geant 
Lance.Cheshice ~~ ahaa 3] 20) ll) 5,066 RTE diac saih ok ciiaeindiaii 8,765 | 8,603 
and N. Wales.. 346°5 347-8! 7,450°3| 7,587°9 Danube and dist. . 7 51] 9,223) 6,106 Beef and veal ..........0+++ 5,001 | 4,888 
Derby, Notts& SS sae y 72| 1,166) 1,266 Mutton and lamb ......... 2,608 | 2,581 
sufi we vee | 587°8) 557-6) 14,614-1| 14,0352 Other Countries .. |... |_ 1,991) “691 Poul a us} $3 
Staffs, Worcs, Cy GE vesdccceccccccces 415 | 453 
Salop & War. | .- Waa phe 1,141, 1,063) 66,595! 54,307 PEPPER : 
wich ar 381-11 386-3) 8.567-2| 8.799-1 To— 5 | | Movements in Lond. (tons) : | 
South Wales & | ’ L K. 2390 247, 15,481! 13,451 Black—Landed.............+. oe ee 
oi meeaiel 721-3! 740-81 15,157-6| 16.238-4 * Orders 2.002. 180, 268) 17,565) 11,867 »  Delivered............ : 10 
Other English rs 63 5| 1,356, 760 » Stocks, end of week.| ne | 1,926 
districts* ... | 107-8) 107-5} 2,221-3! 2,413-5 Belgium ............ 92, 61) 4,162) 4,348 White—Landed ............ } + 
Scotland ...... | 5800} 587-2) 13,472-0) 13,239-5 Holland .... 45, 135| 2,136) 2,814 » Delivered ......... 25 | 46 
7 EE Sitesscrsneeesas il 20| 5,161] 889 29 Stocks, end of week} 9,522 | 9,476 
Yotal 4,496 -3| 4,518 0 99,829 6 1103047°4 eee 163) 4| 1,741] 2,079  Sucar: | 
ccuncinavie | 42 311 res Al Moveneum, Lenten and | 
; a | C 385) 7 iverpool (tons) : | 
* Including Cumberland, Gloucester, Somerset, Other European ; : Imports. coses ae aiilaeedinn 8,139 | 16,519 
and Kent. 5 Countries neiaaaaiat 4 2, 148} 3,912 as | 18,685 | 15,281 
x-European Stocks, end of week ...... 181,513 | 182,751 
Countries ........ 309 254| 13,194} 10,710 TEA :* | 
Total Sales on Garden A/c. (pkgs.) : | 
Cc MII access sénenss 1,141 1,063] 66,595) 54,307 NN. Eindie) oscscccccacscoccecese | 42,400 | 41,192 
otton é. India. ..cccccccsscorsecccseee | 2993 | £393 
: . i . ET Se dcecescckesesjoscages 27,866 | 27,846 
Raw Corton delivered to Spinners WORLD SHIPMENTS OF MAIZE AND JOVE ...cserercercserenseoosces 1,893.; 4,332 
: MaIzE MEAL BUMAIE cccsccccccesesesecace 511 | 254 
( 000 bales) (000 quarters) SN bia cacdtentadededinaaesce | 1,963 | 6, 371 
is so ell acim ~ ig ME edeetalaiaanens | 80,588 | 84,388 
| ein | sais Week ended From Apr. lto * Weeks ended May 26 and June 2. 
| ota . ~ 
ended Talieaeion From 4 June, June; June 
28, ; ; 4 Mi ] 
Variety 1938 1938 | 1937 | 1938 isce laneous 
day | sane | Aas: | gst» Re | ak 2 986) aes semenesial 
9 - - Aus Cc a ose 2 618) +“ 
1938 wie ay Fame 3, Demube Region ...... | 154 114] 1,000 465 Co od ities 
3 a 2 | 8 
‘ eee) oat a a #8 MOVEMENTS OF RUBBER IN LONDON 
American ..... 18:6 | 23:4 1,031 1,071 Total _ = LIVERPOOL — _ 
ee Lae 3-7 317 246 is edwecennedbia 896 1,101! 9,130 6,296 
Peruvian, etc.... | 1:2 2:1 124 101 ; ; : . : | Week ended 
ae | 66| 58 a aoa 9 SALES OF BRITISH CEREALS a 
Sudan Sakel... | 2:4; 2:3) 139 124 2 . 
anor tadien..... | 15-8 | 4i6 486 324 Week ended From Aug. 1 to | May 28, | June 4, 
Other countries 2:0 2:7 190 149 — ~~ —_ 
otal 47 5151-6 "2.645 ae 2316 May 28, June 4,| June 3 June 4, | » 2 
| ’ -* Bae  ccceccoccgancnceesese tons 2,897 2,088 
; ! ! + 1938 1938 1937 1938 J eee tons 1,127 774 
Stocks, end of week ....... tons | 86,523 | 87,837 
—— cwt. 111,392 68,277 10,354,998 10,456,070 a = 
arley wt. 5,31 3,41 310,314,092 10,287,809 
Metals Oats. cwt.| 16,934, 22826 2,159,718) 2,136,319 WORLD SHIPMENTS OF LINSEED 
ae ___ (000 tons) 
SALES ON LONDON METAL EXCHANGE * OTHER Foops | week ended | From Jen. 1to 
_— Week ended 
| Week ending Meors lon Sen —- l . 
yy May 28; | Jane 4, May | May | May May 
June 1, June 8, 8. 1938 1938 19°8 14, 21, | 20, 21, 
me wees ; 5 1938 | 1938 | 1937 | 1938 
_ { Bacon: — 
Tons Tons Cons Arrivals in London (bales) : Argentine to— ; am 
Copper ...... 10.400 | 5,500 | 195,800 RIED isc dncvisssarcieienents 13,600 | 12,971 U.K. and Orders ese 0:8 290:7 |152:8 
i 1,505 | 1,785 | 36,275 RIES dkessitthnesbcesdace 6,166 | 6,293 Continent ......... | 23-6 | 13-7 |245-0 [300-7 
Lead .. 4,900 3.250 147.200 OO” aS ee | 1,859 2.015 U.S.A. and Canada 10-0 | 3:0 430°8 |152°3 
Spelter......... | 5,700 2.700 | 124,100 (ape vninuidddetssecs | oe reas Australia, Brazil, | | 
| DE sc cetesceananlibeseuahen | 2,49 2,3 Ck cadenuseccttinn /} 12:2; 8-9 
_ - Cocoa: Calcutta to— | 
Mgromensnin Lond. (bags): | U.K. and Orders... | 5°8 | 6:1 | 29°8 | 24:3 
> @ SN i veccscastamiad | 2,790 9,607 CR ccc Las ft 
U.K. Stocks Hu /d for home consumption | 9,349 4,954 Bombay to— | ’' Tiss oP 
_— - xports ..... eecceseeseeseces 145 | 419 U.K. and Orders... | 2:0 | 0-9 | 20- 
May 28, | June 4, c Stocks, end of week ...... } $3,291 | 85,927 Continent ......... 0-4 | 0 3 | . 3 3 : 
| 39038 | ° 1938 OFFRE : Madras to U.K. ... |... ai) : 
= Mevements in Load. (ewt.): | India to— if ee 
| ] razilian—Landed ......... | ‘1| 4 
Copper (Br. official w’houses): | Tons | Tons » D/d fer home consn. i | 335 U — ee vis ; — es 
SL Abnerietiecnibcdatnthiabit | 7,204 | 6,664 ot. SE terteeeeee BY ti Sundries ....sscscccse | cee | arisen 
Rough ... cass | 25,835 | 26,585 »» Stocks, end of week.. | 2,868 | 2,535 — 
Tin (London ‘and L iverpoo)) . “| 5,830 5,764 Crane S. American : | om am UD * ccckacsbices | 41-8 | 25:2 |1040-2'704-3 
a PONGOG 2. soccccccsccccceees ‘ } . { 
j iy ‘ ~ ~~ | 
AMERICAN WHOLESALE PRICES 
June l, Junes ' 
1938 1938" W958" suse” 1558" Jeose 
GRAINS (per bushel) — Cents Cents METALS (per lb.)—cont, Cents Cents Cents Eon 
Wheat, Chicago, July............ 6854 72}0 Tin, N.Y., Straits spot 37:50 38:50 MISCELLANEOUS (per Ib.)}—conr. : — 
ane Winnipeg, july cauaiesen 9758 100% Lead, N.Y., spot ......... 4:00 4-00 Cotton, Am. Mid., June......... 7°86 7:9 
Satan, Mimmen gg Ue y = ) = Spelter, East St. Louis, spot . 4:00 4°00 Lard, Chicago, July ............ 7-95 8- 1212 
cag ee 25/8 2614 Petroleum, Mid-cont. crude 
Rye, Chicago, July ...........+ 50!4 5158 MISCELLANEOUS (per Ib.) — 33 deg. to 33:90, at well 
Barley, Winnipeg, July ......... 53 55 Cocoa, N.Y., Accra, July ..... - 4°24 4°21 per oneal Co aed 2 gee oe 116 116 
METALS (per Ib.) — ~— Rio. or 4 42 a renee: wee. fe ae 
Copper, N.Y., Domestic spot... 8:05 8-32) Santos, No.4 ......... 73s 733 Sugar. oN Y Cc uban a — — 
Producers’ export 8-32). 8-60 Couon, N.Y., Am. mid., spot... 7-89 7-98 96 deg.y SPOt sccccccesccreceee . 2°65 2-70 













































































628 


THE ECONOMIST 





THE latest employment returns do not 
indicate a quickening in the pulse of in- 
dustry. New business in iron and steel 
continues at a low level, though con- 
sumption remains fairly heavy. The de- 
cision of the Basic Pig Iron Producers’ 
Association ‘to stabilise prices at the 
current level until the end of the year 
brings the price policy of this section 
into line with that of the producers of 
the other grades of pig iron. Reports 
from the coal trade indicate a decline 
in demand which cannot be fully ex- 
plained by seasonal factors. In the 
cotton trade there has been some ex- 
pansion of new business, but little 
change has taken place in the wool tex- 
tile trade. 


Coal 


Sheffieid.—The market was quiet 
this week. There are no signs of im- 
provement in the demand for industrial 
steam coal, and very little movement is 
observable in gas and household fuels. 
Smalls are relatively quiet, and prompt 
business is slack. Electricity generating 
Stations are taking good deliveries 
under contract. Coke stocks are increas- 
ing, largely attributable to the number 
of blast-furnaces which have lately been 
put out of operation. For Sheffield 
works the demand for patent oven coke 
is easier, and graded coke requirements 
are smaller. Values all round are steady. 
The export market shows no change 
and the reduction of prices has so far 
had little effect. 

* 


Newcastle-on-Tyne.—The coal 
market in this area shows little change, 
trade is duil with little new business 
passing. In recent tenders to Scandi- 
navian consumers, concessions have had 
to be made on current prices to meet 
competition from foreign coalfields. 
Northumberland steam collieries are 
now feeling the seasonal decline in de- 
mand and have some difficulty in clear- 
ing production. The Durham market, 
whilst being fairly steady in the coking 
section, is generally quiet owing to a 
falling away in local industrial trade. 
Patent oven coke shows little improve- 
ment, there still being large stocks 
abroad. 

* 


Glasgow.—The past week has 
brought no improvement to the Scot- 
tish coal market. Conditions are in some 
respects even more depressed, and only 
a curtailment of production is pre- 
serving something approaching a 
balance between supply and demand. 
Large coal is freely available in Lanark- 
shire, especially with the reduction in 
household demand, and the hope of 
price concessions continues to retard 
sales. Industrial consumption is not 
unsatisfactory, but in some cases the 
utility undertakings have reduced their 
acceptance rate of deliveries. Lanark- 
shire and Fifeshire secured the bulk of 
the order for the supply of 25,000 tons 
of nuts to the Danish Sugar Works, 
and Fife and the Lothians hope to 
obtain part of the Swedish railways 
contract, tenders for which were lodged 
on Tuesday. These have been about the 
only features in an export market other- 
wise extremely dull. 


INDUSTRIAL REPORTS 


Cardiff.—Work was resumed at the 
collieries on Tuesday, but hardly any 
new business has been reported on the 
Cardiff Exchange, which was closed 
until Wednesday. Prices are nominally 
unchanged. Shipments at the South 
Wales docks last week totalled only 
349,800 tons, compared with 394,700 
tons the previous week, and 394,344 
tons in the corresponding week last 
year. The volume of traffic (foreign and 
coastwise) from January Ist to June 
4th amounted to 8,371,939 tons, against 
8,397,326 tons during the same period 
in 1937. 


Iron and Steel 


Sheffield._-Business in the iron 
and steel market has been at a very low 
ebb, consequent upon the holiday and 
the general weakening of the position. 
For forge and foundry pig-iron there 
is hardly any inquiry even for small 
parcels, and there is almost no forward 
buying. Hope of an early revival is 
meagre, heavy stocks at works and at 
furnaces having to be worked off. The 
quotation for basic pig-iron is to re- 
main unchanged until the end of the 
year, so that the prices of forge, 
foundry, basic and hematite will stand 
throughout 1938. There is a limited 
inquiry for basic iron, but hematite is 
neglected. 

There is no change in steel. Inquiries 
for billets are fewer, while actual busi- 
ness is in smaller tonnages. Delivery 
arrears appear to have been overtaken 
Wire rods are in less active demand, but 
for stainless steel sheets and strip there 
is a good inquiry. 

The fixed prices of steel scrap are to 
operate until the end of September 
Business this week has been dull in all 
sections. 

Production of steel remains at a high 
level, although some of the Siemens 
furnaces have gone out of commission. 
Furnaces producing special and acid 
steels are operating fully, and electric 
furnaces producing stainless steel are 
working to capacity. The heavy en- 
gineering works are as busy as ever, and 
the rather smaller flow of orders will 
not affect matters for some months to 
come. Although the immediate outlook 
is less satisfactory, the autumn is ex- 
pected to witness a revival. 

* 


Middlesbrough.—-During May the 
shipments of all classes of iron and 
steel from the Tees amounted to 40,762 
tons, or approximately 3,000 tons more 
than the previous month. There is little 
change in the market for pig iron and 
steel. 

Makers of black sheets, 24 gauge, 
have now reduced their price for ex- 
port to £13 per ton. Semi-manufac- 
tured steel continues to arrive, a parcel 
of 6,000 billets having been imported 
into the Tees during the past week. 

Consumers of pig iron in this area 
are still overstocked; consequently 
little business is being done. The inter- 
mittent production of foundry pig iron 
is going chiefly into stock in the 
makers’ yards. East Coast hematite pro- 
duction continues in excess of require- 
ments, whilst basic iron production is 
excessive, and since the last report 
arrangements have been made for two 
more furnaces on this class of iron to 
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be put out of operation. During the 
past week a parcel of 500 tons of pig 
iron was shipped to Finland. 
* 

Glasgow.—Export business is 
quiet in almost every branch of the 
iron and steel industry in the West of 
Scotland. Notwithstanding, the outlook 
is not unpromising; owing to the large 
amount of fabricated work which has 
been placed in the West of Scotland 
and other districts within recent 
months, heavy quantities of the raw 
materials of the various fabricators are 
being required from makers in this part 
of the country. Steelmakers have been 
finding orders more plentiful within the 
past few weeks, and the feeling seems 
to be general that business will gradu- 
ally improve. There is still many weeks’ 
work on hand at the _ steelmaking 
plants; in other branches it seems un- 
likely that any further curtailment of 
operations will take place within the 
next few weeks. 

* 

Cardiff.—_Work has been virtually 
suspended this week at the tinplate 
works, and, owing to heavy stocks of 
ingot steel, several of the melting fur- 
naces remained idle. Prices are nomin- 
ally unchanged. Figures for production, 
stocks and shipments are given below: 


Tinplate Industry Statistics 


Week ended 
May 29, May 21, May 28, 


1937 1938 1938 
Production—per cent. of 

DOD cnnnscenawebe 73.94 35°51 38 58 

Week ended 
June 1, May 25, June 2, 

1937 1938 ro48 

Tons ‘Tons ‘Tons 

Shipments al 9,169 4,638 1,356 
Stocks (warehouse and 

i ee 5,217 5,935 8,334 


Twenty-two Weeks ended 

June 1, 1937 June 2, 1938 
Tons Tons 
181,615 111,341 


Textiles 


Cotton (Manchester).—Owing to 
the Whitsuntide holidays the market 
has been disorganised, but at the end of 
last week purchases of certain yarns in- 
creased, customers being attracted by 
the low prices caused by the fall in raw 
cotton rates. An unsettled feeling, how- 
ever, has prevailed and the wider fluc- 
tuations in cotton futures in Liverpool 
and New York have had a disturbing 
influence. Raw cotton news has been 
rather mixed. Diverse reports have been 
received concerning the prospects for 
the new crop in the United States, but 
the statistical position remains bearish. 

There has been freer buying in 
American yarns for home consumption, 
especially of coarse counts, some of this 
increased activity being due to short 
covering by manufacturers. In the 
Egyptian section some special contracts 
have been arranged in tyre yarns for 
Germany. 

Operations in the cloth section have 
been restricted and for export and the 
home trade buyers have exercised 
caution in giving out orders. On the 
whole, however, customers have dis- 
played more interest in prices. Owing 
to the depression a large number of 
spinning mills and weaving sheds have 
been closed for the whole of this week, 
the usual Whitsuntide holidays being 
extended. 

(Continued on page 633) 
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COMPANY 


MEETINGS 


ASSOCIATED NEWSPAPERS, LIMITED 


THE HON. ESMOND HARMSWORTH ON THE YEAR’S RESULTS 


The thirty-third annual ordinary general meeting of Associated 
Newspapers, Limited (proprietors of The Daily Mail, the London 
Evening News, and the Sunday Dispatch), was held in the Memorial 
Hall, Farringdon Street, London, on the 9th instant. 

The Hon. Esmond C. Harmsworth, the chairman, presided. 

The secretary (Mr J. P. Hobbs, F.C.I.S.) read the notice convening 
the meeting and the report of the auditors. 

‘The chairman, in moving the adoption of the annual report and 
balance sheet, said: 

Ladies and gentlemen, the balance sheet and directors’ report were 
sent with the notice convening this meeting; therefore, with your 
approval, I will take them as read. 

The profit of the company for the year to March 31st last, after 
providing for interest on the company’s 3} per cent. registered notes, 
depreciation of plant and machinery, National Defence Contribution, 
income tax, etc., amounted to £785,035 15s. 1d.—a figure which 
we regard as very satisfactory, especially in view of the extremely 
difficult conditions existing during the period under review, to which 
I shall make further reference. 

The dividends on the 5 per cent. preference shares and the 7 per 
cent. ordinary shares have been paid, and the directors have distri- 
buted interim dividends on the deferred shares amounting to 25 per 
cent. An amount of £50,000 has been transferred to publicity 
reserve and the balance, £525,131 6s. 6d., is carried forward. 

The printed acceunts are in the same form as previous vears, and 
there is very little to comment upon on the liabilities side. Share 
and loan capital remain the same, but you will remember that, in 
accordance with the terms of the issue, registered notes to the nominal 
value of £25,000 are in October due to be drawn for repayment at 
101 per cent. In this connection I am sure you will agree that the 
action the directors took last year in issuing these 15-year 34 per 
cent. notes in substitution for the old 44 per cent. Ten-year notes 
has been more than justified. 

On the assets side of the balance sheet the item for properties and 
plant shows a normal reduction of £54,820 after depreciation, plus 
sundry additions to plant. 

Stocks of paper, etc., are higher, newsprint stocks accounting for 
most of this item. 

The alteration in investments on the balance sheet is largely a 
technical one. You will notice the item “* Shares in Subsidiary Com- 
panies ” has been substantially reduced, and the item for other invest- 
ments increased. The chief reason for this is that, although the com- 
pany’s holding of shares in Anglo-Newfoundland Development Com- 
pany, Limited, remains the same number as was included in last year’s 
balance sheet, owing to shareholders exercising options obtained from 
it in 1933, the Anglo-Newfoundland Company has increased its 
issued share capital, so that our company’s holding is now just below 
the number that determines a legal subsidiary company. 

It is for this reason also that the item “‘ Amount owing to a 
Subsidiary Company ” on the liabilities side of the balance sheet is 
much less, because the balance owing to the Anglo-Newfoundland 
Company in respect of paper is, this year, included with the ordinary 
creditors. 

With regard to our investments generally, I think shareholders 
would like to know that the total amount of gross dividends received 
from investments amounts to a sum in excess of 6 per cent. of the 
total value of investments shown in the balance sheet. 

The debtor balances are a little less than last year, but these 
hardly call for comment, and cash at £370,350 is sufficient for 
our immediate requirements. 


ANGLO-NEWFOUNDLAND DEVELOPMENT COMPANY, LIMITED 


The Anglo-Newfoundland Development Company’s report which 
has just recently been issued shows a substantially increased profit 
for the year 1937. The improved results were due to a much larger 
revenue received from that company’s interest in the Buchans Mine 
through its subsidiary Terra Nova Properties, Limited. In paying 
a final dividend of 5 per cent., making a total distribution of 8 per 
cent. for the year, the directors of the Anglo-Newfoundland Com- 


pany have pursued a conservative policy, as the dividend for the 
year represented approximately only half the availablé earnings be- 
fore the provision for reserve for contingencies. Whilst future 
earnings from the Buchans Mine will naturally depend to a great 
extent on the price of the base metals which it produces—and the 
price of these metals has fallen very considerably in the last few 
months—we feel that, looking to the future, our holding of shares 
in the Anglo-Newfoundland Company is a very satisfactory one, 
affording us as it does security for our newsprint supplies with pros- 
pect of a good return from our investment by reason of the mining 
interests. I need not refer more fully to the position and pros- 
pects of the Anglo-Newfoundland Company because the annual 
meeting of that company is to be held in Canada next week, and 
the chairman’s speech at the meeting will, as in previous years, 
be published in The Daily Mail and other newspapers. 


IDEAL HOME EXHIBITION 


The Daily Mail Ideal Home Exhibition, in the thirtieth year of 
its history, demonstrated once again its pre-eminence in public favour 
by attracting a paid attendance of 568,756. 

The Exhibition enjoyed the honour of a visit by H.R.H. the Duke 
of Kent, and the great privilege of an opening by Mrs Neville 
Chamberlain, whose charming presence contributed to an impressive 
ceremony. 

Exhibitors’ reports of business transacted at the Exhibition again 
show its remarkable force as a trade stimulant for all enterprises 
touching the needs of home life, and statistics recorded during the 
event point emphatically to its unfailing appeal to women. 

The 1939 Exhibition will be held at Earl’s Court, the special 
amenities of which lend themselves to plans which it is anticipated 
will enable us to organise an event of an attractiveness beyond any- 
thing which has hitherto been offered to the public. 


ADVERTISING REVENUE 


Concerning advertisement revenue, it was not to be expected that 
previous records would be improved upon, or even maintained, over 
a period so difficult for business. 

World unrest has had its disturbing influence on the home market. 
All too frequently international affairs have given rise to anxiety, and 
under this cloud of uncertainty the normal processes of trade were 
bound to be affected. 

With laudable courage and commensurate reward, many of the 
big business concerns have increased rather than diminished their 
advertising spaces. In other instances, rightly or wrongly, selling 
enterprise has been noticeably curtailed. 

In this connection it says much for the prestige of your newspapers 
—The Daily Mail in particular—that they represent the first to be 
affected by increases in advertising and the last to be affected by 
reductions. 

The Daily Mail still enjoys its enviable supremacy as the most 
powerful advertising medium in the country. For the year under 
review, in spite of the keenest competition ever faced, the display 
advertising revenue of The Daily Maii—that is, trade and financial 
—exceeded that of its nearest rival by well over 10 per cent. 

This in itself shows that no national advertising campaign is 
considered complete unless it is headed by The Daily Mail. 

The great and incomparable strength of The Daily Mail as a 
publicity medium rests, of course, in the appeal of this newspaper to 
the better class public. As evidence of this, independent research 
has recently established that The Daily Mail is read by one in 
every three owners of private motor-cars throughout Great Britain. 

To advertise in The Daily Mail is the accepted golden rule of 
successful selling. Similarly, it is the ambition of every progressive 
business house to see its products displayed in that ‘“ National 
Shop Window,” the Dai/y Mail Front Page. 


“THE EVENING NEWS” 


Referring now to The Evening News, once again progress is a 
gratifying feature of the year. This virile newspaper, which reaches 
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more homes than any other evening publication in the world, has 
increased still further its lead, in net sales, over its competitors. 

An increase is shown also in trade advertisement revenue, and the 
trend for the current year is revealed in the fact that store and display 
advertising has increased in The Evening News and decreased in the 
columns of its rivals. 

Over recent months The Evening News has carried more than 
twice as much store advertising as that in the next London evening 
newspaper on the list. This fact is, of course, of exceptional signifi- 
cance. Such publicity, being keyed, is placed with those newspapers 
in proportion to the amount of business produced. 

Concerning the Sunday Dispatch, I can again report a sound and 
steady situation, which reflects the high standing of this newspaper 
in the estimation of advertisers as well as that of the reading public. 

The great value of the Sunday Dispatch in national publicity 
campaigns is shown in the fact that it is essentially the home and 
family newspaper of the middle classes. 

The Over-Seas Daily Mail, unrivalled as a link with the Home 
land for Britons abroad, has had yet another successful year. Gratify- 
ing features are a 5 per cent. increase in advertisement revenue and 
the frequency of the special colour issues. 

The position of our provincial newspapers, both in regard to 
sales and advertising revenue, was well maintaind during the year. 

In this connection, however, you will realise that the rise in the 
cost of newsprint for the current year will affect the profits of these 


papers. 


NEWSPRINT 


I referred last year to the price of newsprint. At the time of our 
last meeting, owing to the rapidly increasing costs of raw materials, 
the price of newsprint was increased for 1938 by approximately 30s. 
per ton, and, whilst this rise only partially affected your company 
in respect of our past financial year, we shall feel the full effect 
of the increase during the present financial year. Your company’s 
papers consume approximately 140,000 tons of paper per annum, and 
it is, therefore, not difficult to see the heavy extra charge to be 
borne by an increase of 30s. per ton on this large tonnage. 

The conditions in the paper industry have changed considerably 
since we last met, and, owing to the recession in world trade, no doubt 
aggravated by the disturbed political situation, there has been a con- 
siderable fall in the price of raw materials and in consumption of 
newsprint. These changed conditions would indicate that for the 
vear 1939 there should be no further increase in the cost of news- 
print supplies. 

At the commencement of my speech I referred to the difficult con- 
ditions prevailing during our last financial year. Most of you are, 
I am sure, aware of the factors, particularly during the last six 
months of the year, which disturbed trade generally, not only in 
this country, but throughout the world, causing a falling off in busi- 
ness all round and, unfortunately, for the same reasons, similar 
conditions persist to-day. To give you only one example of how your 
company is affected: the amount of financial and city advertising 
carried by your papers during the last financial year was lower by 
over £100,000 than that carried in the previous year. 

In the newspaper industry competition was as fierce as ever, heavy 
expenditure being incurred all round in the struggle to maintain 
and increase sales. You have probably heard a great deal on the 
vexed question of canvassing. Your directors have so far found it 
necessary to continue using it as a defensive measure to compete 
with its rivals, some of whom apparently do not seem to care how 
much they spend. 

I wish now to refer to the payments of dividends. It has been our 
practice for some years to pay quarterly dividends on the deferred 
shares. Owing to the present uncertain world conditions and the 
impossibility of forecasting results very far ahead, your directors 
propose to discontinue the payment of quarterly dividends and in- 
stead to pay two interim dividends during the present financial year 
—one in July and a further one in January next—to be followed by 
a final dividend at the next annual general meeting. This, as you 
know, is the dividend policy adopted by the majority of industrial 
concerns, and I would mention that the interim dividends will 
not necessarily bear any relation to the final dividend. 

I cannot be expected to assume the role of prophet in regard to 
the future, but your directors are satisfied with the soundness and 
strength of the finance of your company, which are reflected in the 
balance sheet you have before you, and that your company will 
continue to enjoy its full measure of any general improvement there 
may be in world trade. 

I am sure you will not wish me to close without an expression of 
thanks and appreciation to our many loyal friends in the industry— 
particularly the wholesale and retail newsagents, and the advertisers 
and advertising agents—4nd also an acknowledgment to our staff 
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throughout the business for their loyalty and good work during a 
difficult year. 

The chairman concluded by moving the adoption of the report 
and accounts. 

Mr Stanley Bell (managing director) seconded the resolution, 
which was carried unanimously, 

The retiring directors were re-elected, and the auditors, Messrs 
Lever Honeyman and Company, were reappointed 

The proceedings terminated with a vote of thanks to the chair- 
man and directors. 





HENDERSON’S TRANSVAAL ESTATES, 
LIMITED 


SATISFACTORY RESULTS OF A DIFFICULT YEAR 
‘he twenty-sixth ordinary general meeting of Henderson’s Trans- 
vaal Estates, Limited, was held, on the 8th instant, at River Plate 
House, Finsbury Circus, Mr W. L. Castleden, the deputy chairmaa 
and managing director, presiding. 

The chairman, after paying a tribute to Sir Abe Bailey, in the 
course of his speech said: — 

The profit for the year carried to the balance sheet is £75,810. 
This figure is less by £8,763 than the record profit of last year, but 
I think that in the difficult circumstances which have prevailed during 
the past twelve months, you will regard it with some satisfaction. 

The balance of £48,360 brought into the accounts brings the 
credit to profit and loss up to £124,171. Out of this your directors 
recommend a first and final dividend of 124 per cent. for the year, 
less income tax, the same as last year, leaving £53,741 to be carried 
forward, subject to the directors’ additional remuneration, amounting 
to £1,676 13s. 6d. 

It is with satisfaction that again I am able to state that as at 
March 3lst the market value of our quoted investments was in 
excess of book cost. This is notwithstanding the heavy fall in market 
quotations, which were at their lowest about the date when our 
accounts for the year were closed, viz., March 3lst. The unquoted 
stocks and shares, which are comprised almost entirely of holdings in 
our subsidiary and associated companies, are of necessity valued by 
us, and we are satisfied that this valuation has been taken on a most 
conservative basis. 

During the year our investments in Government securities 
increased by £10,858 and other stocks and shares by £38,117. 
These increases account for the reduction in our cash balances 
of £27,468. 

Our reserve accounts in addition remain intact. 

The chairman, having dealt at some length with the results of the 
subsidiary and associated companies, continuing, said :— 

There is little more to say with regard to the past year. It is 
perhaps not surprising that in such difficult times our profits did 
not quite reach last year’s record, but we can, I think, view with 
satisfaction the fact that we are able to maintain our dividend. 


CONDITIONS IN SOUTH AFRICA 


Business generally in the Union of South Africa continues to be 
active and prosperous, and there is progress to be recorded in most 
directions. In the realms of finance, however, there has been a set- 
back, and the lack of confidence which has brought about a restric- 
tion in markets is inevitable in these days of uncertainty. 

As in the past, so in the future, our interests are linked up mainly 
with South Africa. In no country is there greater faith in the 
future as is evident in the developments taking place in industry 
and in mining. Even the Union of South Africa, however, must 
feel the evil effects of world unrest and the unsettled conditions in 
almost every part of the globe. Wars and rumours of wars are a 
daily occurrence, and cannot but adversely affect economic conditions 
everywhere. 

Politics in South Africa are, however, now in a more settled state, 
and the recent elections prove that the country as a whole has no 
desire to return to party and racial strife and would take no risks that 
might jeopardise the future of their country. 

The prosperity of the Union is bound up with its great gold- 
mining industry ang the developments now in progress are on a 
truly phenomenal scale. An adequate supply of native labour is, 
however, an essential, and it is recognised that the securing of this is 
an outstanding problem and one that is causing considerable anxiety. 

The report and accounts were unanimously adopted. 


Orders for the publication in these columns of the 
reports of Company Meetings should be addressed to the 
Reporting Manager of THt ECONOMIST, 8 Bouverie Street, 
Fieet Street, London, E.C.A. 
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MILK MARKETING BOARD 


LIQUID SALES UP 60,000,000 GALLONS YEARLY 


The annual general meeting of the Milk Marketing Board was held 
in London on the 8th instant. 

Mr T. Baxter (the chairman) said: —I feel I must refer with 
sincere regret to the death of our late colleague, Mr John Garton, 
who was a member of the board for the South-Eastern Region. Mr 
Garton first became a member of the board in June, 1934, and was 
closely associated with agricultural interests for many years, and 
particularly with the National Farmers’ Union, of which he was a 
past president. The board has lost a highly respected member. 

One salient feature is the light thrown on the enormous part that 
milk production plays in the agriculture of the country and the 
number of individuals who are dependent on it. No fewer than 
89,105 farmers have wholesale contracts, and 63,445 hold producer- 
retailer licences, a total of 152,550. There are approximately 
22,000 producer-retailers, however, who have wholesale contracts 
also, so that some 130,000 farmers in England and Wales are con- 
cerned with the production and sale of milk. 


VOLUME OF MILK SOLD 


The total volume of milk sold was 1,011,249,539 gations, which, 
when compared with the total production in the previous year, shows 
a decrease of 632,573 gallons. Actually on a true comparison the 
decrease would be greater because in this year’s total there is included 
since October, 1937, the sale of milk which was previously exempt. 
There are two main factors which account for the lower production. 
One is the Government livestock policy, which has undoubtedly 
resulted in a little less attention being given to milk on some farms. 
I am inclined to believe, however, that the major cause is the higher 
costs of production, due to the rise in the price of feeding stuffs and 
costs of labour which producers had to meet during the year. It is 
unlikely that there will be any expansion in the quantity of milk 
produced unless and until milk production is more remunerative to 
the farmer. 

The sales of liquid milk show an increase of 51,303,926 gallons 
over last year, and represent 71.3 per cent. of all milk passing 
through the Scheme, whereas in 1936 the proportion was 66.2 per 
cent. This development has been mainly at the expense of manu- 
facturing milk, the volume of which this year was equal to 28.7 per 
cent., as compared with 33.8 per cent. for the previous twelve months. 


BETTER POOL PRICES 


Although production decreased slightly during the year, the sum 
realised from the sale of milk under wholesale contracts was 
£47,321,049, an increase of £3,138,000. The average pool price was 
12.77d. per gallon, the highest yet paid under the Scheme, and an 
increase of 0.86d. per gallon. More than half of the increased price 
paid has been brought about by better marketing, by increasing the 
volume of sales through the liquid and higher-priced manufacturing 
markets. The remainder is due to the slightly better price per gallon 
in certain months which the Board was able to secure from the 
buyers. The average price per gallon for liquid milk this year was 
15.58d.—last year it was 15.25d.; for manufacturing milk we realised 
6.35d.—last year 5.39d. 

Remembering that nearly 30 per cent. of the milk produced is 
used for manufacturing purposes and that, because of the low selling 
value of competing and subsidised imports, thoroughly uneconomic 
prices are obtained by producers, you will realise the drag which 
manufacturing milk has on your returns. During the period under 
review we have received no assistance under the Milk Act for manu- 
facturing milk, and at present we are liable to be called upon to repay 
to the Government £26,320 for previous advances. 


COST OF ADMINISTRATION 


The cost of administration of the Scheme still remains at less than 
one-tenth of a penny per gallon, as in the previous year. In the 
year under review, increased liquid milk sales alone have returned to 
producers a sum which is three times greater than the total cost of 
administration. 

While progress has been recorded in many directions, nowhere has 
it been more substantial than in the development of the liquid milk 
market. The people of this country are becoming more liquid con- 
scious and realise that milk is a vital factor in national health, There 
is a net increase in sales of 40,000,000 gallons after allowing for the 
new entrants into the Scheme. So accepted has the milk habit 
become that the adult secret drinkers of a few years ago now come 
into the open to declare their faith in it. 

The Board greatly appreciate the part which the Press of the whole 
country has played in this important development. In conjunction 
with the National Milk Publicity Council—whose splendid work on 


behalf of the industry we gratefully acknowledge—a special approach 
has been made to employees in factories, offices and workshops 
throughout the country, with the result that 700,000 gallons of milk 
each month are being consumed in 6,624 factories. The service is 
proving beneficial to all who participate, and it has been followed 
by a decline in the sickness figures. There still remains considerable 
leeway to be made up by the use of more milk in the home before 
we can be satisfied that health, nutrition and fitness standards are 
being met and that we compare satisfactorily with some other 
countries in this respect. 

You will be surprised that the total cost of transporting milk 
amounts to not less than £5,000,000 annually. After investigating 
the problem very closely we are convinced that there is a considerable 
wastage in the delivery of milk to depots and dairies and in the 
transporting of milk unduly long distances to consuming centres. 
The Board have been assisting producers in saving transport charges 
for a number of years. During this contract period we took action 
on behalf of 2,600 producers, so that their charges were reduced, 
and we estimate that a net saving of £20,000 per annum has been 
effected. 

All wastage and inefficiency in the transport of milk is borne by 
the producers, although they have as yet but little control of it. We 
feel that as producers ultimately pay for transport, they should be 
able to direct and control it. 


GOVERNMENT MILK BILL 


We are aware of the main provisions to be embodied in the Milk 
Bill as published in the Government White Paper. I am extremely 
disappointed that the Government’s policy does not contain provi- 
sions for a levy subsidy on imported milk products. That policy, 
at one time vigorously propounded, has apparently been discarded, 
and the main benefits of the Bill will be in the way of premiums on 
quality milks and in respect of attested herds which will be paid to 
the benefit of those producers participating in these progressive 
developments. I can only speak commendably on this aspect of the 
proposals; no progressive producer can criticise a policy of cash 
inducements for quality production. Another important feature will 
be a price insurance plan to guarantee to the Board a certain degree 
of assistance on manufacturing prices. With this the Board is not 
at all satisfied. The Government does not propose to guarantee a 
price for milk, but they will pay a subsidy when the prices of im- 
ported butter and cheese fall below a certain level, and this means 
prices even lower than those provided for in the present Milk Act. 
It also means that with such meagre help to the producer to combat 
the ravages of cheap imports there is little likelihood of the farmer 
being able to provide more milk—a tragic position for the country 
in these uncertain days. 

I feel the recent drought was of such serious importance to farmers 
that some reference ought to be made to it here. The public them- 
selves are well aware of the intensity of that drought and its effect 
upon the farmer’s position. Throughout England and Wales there 
has been an abnormal shortage of grass for grazing cows, which has 
resulted in producers being unable to produce milk much under the 
cost of winter months by having to feed their cows with purchased 
and home-grown foodstuffs. In these circumstances I am of the 
opinion that a serious shortage may occur later on in the year unless 
the dairy farmer is compensated by an increase in the price of milk. 
We approached the buyers and asked them to agree to an increase in 
the wholesale price of liquid milk of 4d. per gallon in June and 
July, but I regret to say that they would not accede to our request. 
Hence we had no alternative but to take the matter before a consulted 
person whom we shall be meeting in a few days’ time. 


SOCIAL SCHEME’'S PROGRESS 


Let me review progress. The people of England and Wales are 
drinking 60,000,000 galions of milk per year more than they were 
three years ago; nearly 40 per cent. of the country’s total milk supply 
is now of accredited or tuberculin-tested standard; producers have 
received additional revenue; transport costs have been reduced; the 
remunerative markets have been given a first call on supplies; 
more mothers and infants in the Special Areas have availed them- 
selves of the scheme to buy their milk at half price; more school- 
children have come on to their special milk roll; more and more milk 
bars are being opened; the Board has more creameries and is 
operating them successfully; altogether a record of progress which 
brings us a step nearer the day when producers of the most perfect 
food should have their costly, hazardous and arduous calling 
recognised by adequate remuneration. 
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ASSOCIATED TIN MINES OF NIGERIA, 
LIMITED 


INCREASED EFFICIENCY FOR PRODUCTION 


The eleventh ordinary general meeting of Associated Tin Mines 
of Nigeria, Limited, was held, on the 9th inst., at the Chartered 
Insurance Institute, 20, Aldermanbury, London, E.C. 

Mr Douglas Christopherson (the chairman) presided, and in mov- 
ing the adoption of the report and accounts, said that under the 
heading “ Technical Management” shareholders would observe that, 
with a view to effecting economies, the management of their company 
in Nigeria has, from the first of January this year, been placed in 
the hands of a central organisation under the title of A. O. Nigeria, 
Limited. The same applied to their neighbour, London Nigerian 
Tin Mines, Limited. In future there would be one centralised 
clerical staff instead of two separate staffs, and it was the intention 
to standardise stores, as soon as possible, and to centralise them in 
one place instead of having them spread out as they had been. 

Last year he had mentioned that a new dredge had been ordered 
and a Monighan dragline; since then it was deemed advisable to order 
another Monighan and to convert the 320 B. Shovel to an electrical 
dragline. 


REDUCED OPERATING COSTS 


With the completion of the present capital expenditure programme, 
so far as their technical management could see to-day, there would 
be no further call for heavy capital expenditure, whilst the property 
would be thoroughly equipped so as to meet at once any increase in 
the quota they might be called on to produce, and at greatly reduced 
operating costs. With the dredge and Monighans in operation their 
native labour requirements would be much less, and that also applied 
to the water consumption, the latter a most important consideration 
in a country where shortage of water supplies frequently occurred, 
which seriously interfered with maintaining a regular and steady 
output. 

The fall in the price of tin during recent months and the reduced 
international quota had entirely upset their anticipations of being 
able to provide funds to meet those commitments from current 
profits. 

It would be evident that the prospects for the current year were 
not good, but with an increase in the demand for tin metal, which 
they could safely anticipate, they could expect, equipped as they 
would be for much cheaper production, to find themselves once more 
in the position of earning substantial profits. 


CREATION OF BUFFER STOCK 


The directors were well pleased that the signatory countries to the 
Restriction Agreement had now agreed to the creation of a Buffer 
Stock, being convinced, as they were, that that was required to 
supplement the efforts of the International Tin Committee to prevent 
too violent fluctuations in the price of tin. From a study of the 
market during its periods of most violent fluctuations in 1937,namely, 
a rise of £82 between February 12th and March 15th and a fall of 
£83 between September 15th and November 8th, it was not too 
much to say that if even the old Buffer Stock had been in existence 
the fluctuations would have been confined to very much smaller limits. 
With the exceptional falling off in the consumption of tin, especially 
in America, during the present year he did not think either the 
Restriction Agreement or the existence of a Buffer Stock could have 
prevented some fall in the price, but it would have assisted in making 
the fall less severe. 

Given normal fluctuations in consumption, the directors believed 
there was now machinery available which could be operated in such 
a way as to prevent abnormal fluctuations in the price. He used the 
word “abnormal ”’ advisedly, because they felt, however it might be 
decided to operate the Buffer Stock, it was essential that it should 
not be operated in a way that would strangle the market for their 
metal. It was to the interest of them as producers that there should 
be a reasonably free market for their product, which could hardly 
be the case if the price was too narrowly controlled as to prevent 
reasonable fluctuations. 

In the meantime, there had been a further reduction in the export 
quota. That was said to have been criticised in Malaya, because it 
did not fall in with the explanatory communiqué issued by the Com- 
mittee at the beginning of May, but actually there had been a 
considerable fall in the price of primary commodities between May 
and June, and it seemed far better to make a sufficiently drastic cut 
at once, to bring production down below consumption; in other words, 
to start the process of eating into the existing large stocks rather than 
take half-measures. The action of the International Tin Committee 
was, he thought, to be commended. 

The report was adopte 
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BURMAH OIL COMPANY, LIMITED 


PETROLEUM INDUSTRY'S NEW HIGH RECORD 





SIR JOHN T. CARGILL’S SPEECH 


The thirty-sixth ordinary general meeting of the Burmah Oil 
Company, Limited, was held, on the 3rd instant, in Glasgow. 

Sir John T. Cargill, Bart., chairman of the company, in the course 
of his speech, said: —In respect of the volume, both of production 
and demand, 1937 set up a new high record for the petroleum 
industry of the world. That on the whole orderly marketing pre- 
vailed and the industry in general benefited must, I am afraid, be 
attributed, however, not so much, if at all, to any universally planned 
co-ordination towards wise regulation of demand and supply of an 
asset vital to world progress and of a wasting nature, as to a for- 
tuitous concatenation of other circumstances. Had there been in the 
period no decline in Roumanian production and export, no growth 
in the domestic demand for the production of that country and no 
disturbance of production from Venezuela and Mexico, such 
equilibrium between demand and supply as was achieved would not 
have been possible, despite the overhead expansion of the former. 
Even so, the improved trading results in 1937 of most of the 
petroleum companies operating throughout the world are due less to 
any higher values secured for the commodity itself than to reduction 
in their costs, consequent on larger outputs and to more remuncra- 
tive employment of their tanker fleets due to higher ocean freights 
following on a temporary shortage of ocean tonnage. 


OPERATIONS IN INDIA 


In our own sphere in India our operations in the period were 
maintained approximately at the level at which we have stabilised 
them now for some years. 

Selling prices on average were somewhat improved in our markets 
in India and Burma by the world conditions I have already referred 
to, but further reductions in costs themselves played a considerable 
part in producing the expansion in the net balance of trading profit 
to £2,502,284. 

As regards your investments, and here I cannot too strongly 
emphasise the very considerable portion of your total profits for 
which they are responsible, and how much is due to them, the very 
satisfactory rate of your dividends and the capitalisation of surplus 
profits carried through in recent years and now further proposed, the 
considered view of your directors is that, considerable as is the overall 
excess of their present value, whether over the book cost as it 1s now, 
or as it will be after the writings up we are proposing, that excess 
in a normal course of events must steadily materially increase. In 
these circumstances we on this side of the table have had little 
hesitation in arriving at what we ourselves have already decided to 
do or at what we are to-day recommending you to do with the year’s 
disposable balance. 

Excluding export sales of paraffin wax—our only export—from the 
Eastern trading profits, an analysis of the total figure of profit shows 
that the following sources contributed in the percentages stated: 
India and Burma, trading 38.202 per cent., export trading 13.538 
per cent., investment income and transfer fees 48.215 per cent. 


BURDEN OF TAXATION 


[To emphasise what a serious factor taxation represents in the cost 
of petroleum products to the consumer I would instance the facts 
that expressing gross proceeds as one hundred we got out of them 
in 1937, in the case of kerosene 16.78 and in the case of benzine 
9.58, whereas between Excise duties and taxation on profits the 
Governments concerned took in the case of the former product 
29 and in the case of the latter 48.22. 

You are aware that, unhappily, there developed in the beginning 
of the current year a situation in connection with the Burmese and 
Indian employees in our Burma fields which resulted in large though 
steadily reducing numbers withholding their labour for several weeks, 
and in the end compelled us, however reluctantly, to meet the balance 
of our requirements from the large body of those seeking employ- 
ment there. We refrained from this immediate alternative as long 
as we could do so with safety to our operations and fairness to those 
secking work. We have long enjoyed the reputation in India and 
Burma of being in the van of enlightened, generous, and considerate 
employers. It is a reputation of which we are proud, because we 
feel it to be justified and a reputation which it will be our constant 
endeavour to continue to deserve. 

As regards the prospects for the current year, I prefer not to 
hazard conjectures, whether favourable or the reverse, beyond those 
implied or expressed in what I have already told you as to our own 
position in particular and as to that of the world industry in general. 

The report was adopted. 
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MARSTON VALLEY BRICK COMPANY, 
LIMITED 


DIVIDEND OF 17} PER CENT. 


The ninth annual meeting of the Marston Valley Brick Company, 


Limited, was held, on the 9th instant, at the Institute of Chartered 
Accountants, London. 


Mr A. W. Allard, who presided, said that the trading profits and 
revenue from other sources amounted to £184,638, a slight improve- 
ment on the previous year, and, after various deductions had been 
made, the net profit was £116,912. Great difficulties had been ex- 
perienced in getting deliveries of steel for the construction of the 
extensions to the Ridgmont Works, but those extensions were now 
proceeding satisfactorily and, having in view the continued large 
demand for the company’s products, well known as Marston Bespres, 
and the difficulty of meeting their customers’ requirements, he was 
still of opinion that the decision to provide for an increased output 
was fully justified. 

Although the first section of the extension had come into partial 
production late in April and no benefit had been derived in the 
accounts under review, the sale of bricks for the past year showed 
a considerable increase. Both works had been in full production, 
working day and night shifts. During the winter the usual slack- 
ness of demand was experienced, but in February and March sales 
had established records. Out of the available profit of £92,068 
it was proposed to pay a final dividend of 10 per cent., less tax, 
making 174 per cent., less tax, for the year. 

Their common and facing bricks were very popular, and there 
did not appear to be any falling off in the building trade generally ; 
when one district got slack, another got busy. Demand for their 
facing bricks was growing so rapidly that the managing director 
intended largely to increase the output. 

Mr Duncan Whitehouse (managing director) said that he was 
quite optimistic as to the future. Slum clearance was going on all 
the time private building continued, and in addition their bricks 


were being used by the Air Ministry, H.M. Office of Works, the 
War Office and Admiralty, the L.C.C., and many other county 
councils. 

The report and accounts were unanimously adopted. 


TRONOH MINES, LIMITED 
THE STANDARD TONNAGES POSITION 


The thirty-sixth annual general meeting of 
Limited, was held, on the 9th instant, in London. 

Mr C. V. Thomas (the chairman) said that the profit for the 
year amounted to £276,594. The property account remained at the 
nominal figure of £1. That account represented the company’s 
mining lands at Tronoh and Kampar, approximately 5,500 acres, the 
four dredges, the expenditure to December 31st last on the new 
dredge and all other plant, machinery and buildings at the mines. 
Dividends totalling 60 per cent. were paid during the year. 

With respect to the question of the standard tonnages as being 
most unjust to Malaya, he had hoped that that would have received 
the attention of the authorities concerned. 

Malaya stood out as the only country able steadily to produce her 
quota through 1937 when the quota was at its highest. It was 
thus proved that the Malayan standard tonnage was too low and 
that the standard tonnages of most other signatories were too high. 
Malayan producers, who were the best able of all to face uncon- 
trolled production, were bearing a grossly unfair share of the burden 
of restriction. The standard tonnages had now been amended, but 
in discarding “‘ operative”? tonnages, Malaya’s tonnage had been 
reduced by 4,500 tons (approximately), the N.E.I. tonnage had been 
reduced by 2,269 tons, and Bolivia enjoyed an increase of nearly 
9,000 tons. Operating under the tonnages as amended and an Inter- 
national Quota of 45 per cent., the domestic quotas for Malaya, 
Bolivia, Belgian Congo and Siam would be 35 per cent. (approxi- 
mately), 68 per cent., 64 per cent. and 60 per cent. respectively. 
If the other signatories were not prepared to agree to a fair revision 
of the tonnages, Malaya should at once give notice of withdrawal 
under Clause 22 of the Agreement. 

The report was adopted. 


Tronoh Mines, 


mc 


(Continued from page 628) 

Wool (Bradford).—Not much pro- 
gress can be reported in the wool world 
during the past fortnight, all sections 
of the market marking time. It is the 
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reports from Australia which have 
helped to maintain prices in consuming 
centres, although Bradford has inclined 
to a little weakness in tops. Raw mate- 
rial prices continue to be slightly ahead 
of prices for tops and yarns, and this 
is the strength of the present position. 
Manufacturing conditions are far from 
satisfactory, and many mills are stand- 
ing idle the whole of this week. Good 
average 64’s tops are available at 25d. 
per lb., and warp 64’s at 26d.-264d. per 
lb., while yarn prices are in line with 
these quotations. It seems as if the 
spring and summer trade of this year 
was a total failure, and this is causing 
no little concern regarding the future. 


THE COMMODITY 
MARKETS 


THE past week has witnessed a rally in 
the prices of primary products. There 
are no indications, however, that this 
really portends a change of trend, for 
there is little evidence of the imminence 
of a re-stocking movement by con- 
sumers. 

Among commodities sensitive to 
changes in market psychology, copper, 
tin and spelter were marked up in price 
during the week ended last Wednesday. 
Rubber, raw cotton and wheat were also 
slightly firmer. 

An improvement in prices was also 
noticeable in the United States. Thus, 
Moody’s index of the prices of staple 
commodities (December 31, 1931 _ 
100) rose from 130.1 to 131.8 during 
the week ended last Wednesday. A 
month ago the index stood at 136.9 and 
a year ago at 201.0. 


world’s largest copper producer, will 
discontinue its output from America as 
from June 15th, a substantial improve- 
ment in London copper prices occurred 
this week. The standard cash price 
closed at £34 8s. 9d. per ton, a net gain 
of £1 10s. on the week. The prospects 
in this market are discussed in a special 
Industrial Note on page 623. 
* 


Tin.—Last Thursday’s tin de- 
cisions, which are also discussed on 
page 623, have resulted in a substantial 
improvement in tin prices; and although 
the highest levels of the week were not 
maintained, there was a net gain of 
£8 5Ss., raising the closing price to 
£171 Ss. per ton. 

* 


Lead and Spelter.—Lead closed 
this week at £13 6s. 3d. per ton and 
thus showed no change on last week’s 
close. Simultaneously, spelter improved 
by 10s., to close at £12 7s. Sd. per ton. 
Demand for the two metals has not im- 
proved this week, but offerings have 
been on a much smaller scale than of 
late. 


Grains 


Private estimates of the United States 
winter wheat crop range from 768 mil- 
lion bushels to 845 million bushels, and 
are generally about 125 million bushels 
above the official estimate of last year’s 
harvest. In spite of these forecasts, 
prices rose sharply before the holidays 
and though the market was easier early 
this week, old crop Manitoba registered 
a gain of 4s. to 5s. per quarter on the 
week, a recovery from the low prices of 


in anticipation of a shortage of maize. 


Other Foods 


Provisions. Meat has been a slow 
trade and prices are unchanged, as are 
those of bacon. The seasonal decline in 
butter prices continues and Danish is 
quoted at 122s. 6d. per cwt. Eggs 
were 6d. per 120 dearer at the end of 
the week, English selling at 11s. 9d. per 
120. 

* 


Colonial Produce.—-The markets 
for sugar, coffee and cocoa have been 
dull and prices are hardly changed. At 
the auctions held before Whitsun, teas 
were generally about 4d. per lb. cheaper, 
and demand was quiet. 


Miscellaneous 
Commodities 


Oilseeds and Oils.—-A_ certain 
amount of business has been transacted 
at the recent low prices, but the 
seasonal decline in activity has pre- 
vented any marked recovery. The new 
Indian crop of linseed is officially esti- 
mated at 457,000 tons, as compared 
with 420,000 tons in last year. There 
was a good demand for cotton seed ex 
Hull, which helped to improve prices. 

* 


Rubber.—There were only two full 
business davs this week. The market 
was steady and prices were advanced by 
4d. per lb., on reports from New York 
that the cut in the production quota 
will soon cause a decline in stocks. 
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Scotland 


We take the opportunity offered by the holding of the Empire Exhibition in Glasgow to present a series of charts on the economic 
position of Scotland. In the upper panel we show the distribution of occupations at the census of 1931 and the use of land in 1935. The 
series of pillars, which compare the importance of Scotland in different fields of activity, relate to 1937, except in the cases of the output of 
agriculture and industry—these are for the census years 1935 and 1930-31 respectively. Scotland’s proportion of Great Britain’s agricultural 
output in 1936-37 would be about 15-4 per cent. compared with 16 per cent. shown. The figures used for fish landed, output of coal and 
steel and merchant ships launched are of volume. To show the course of business activity we have used our own index for the U.K. and 
that of the Clydesdale Bank for Scotland. In the remaining space we have selected two industries—shipbuilding and fisheries—for further 
examination. As the curves of business activity and shipbuilding are based on annual figures they do not show the effects of the recent 
recession. 
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GOVERNMENT RETURNS | 


For the week ended June 4, 1938, total 
ordinary revenue was £7,966,000, against 
ordinary expenditure of £ 45,015,000. ‘Thus, 
excluding sinking fund allocations, the 
deficit accrued since April Ist last is 
£80,156,000, against a deficit of £56,586,000 
a year ago. 


ORDINARY AND SELF-BALANCING 
REVENUE AND EXPENDITURE 















































Receipts into the Exchequer 
(£ thousands) 
| } 7 
Revenue | April 1,) April 1,) Week Week 
| 1937, to) 1938, to| ended ended 
| June 5, | June 4, |June 5, June 4, 
| 1937 1938 | 1937 | 1938 
| 
{ | | | 
ORDINARY REVENUE | | 
PROGINS EU. <cscsscse 11,584; 10,383 6 7 
SNE  écccntasecniens 4,180 5,310 250 290 
Estate, etc., duties.. 16,850} 12,630; 2,030 1,310 
Stamps siieniPaxtain 2,990; 2,970 330 850 
| EET : 1,210 140 
Other Inland Rev. 70 70 ‘ 
Total I. Revenue ... 35,674, 32,573 2,616 2,597 
SD nkccubassadeave 39,812; 38,629 3,923 4,131 
TE 18,900, 18,580 853 776 
Total Customs and 
BE cs sSandcdeboes 58,712) 57,209) 4,776 4,907 
Motor duties ......... | 4,433 4,301 158 162 
P.O. (net receipt) ... | 6,025) 4,210 345 210 
Crown Lands......... | 230 240 
Receipts from Sun. | 
Loans ieues 362 365 91 90 
Misc. receipts 893) 756 67 
Total Ordinary Rev. | 106,329) 99,654) 8,053 7,966 
SELF-BAL. REVENUE | | 
Post Office and pave aeesersnenese oem 
Broadcasting*®. 10,075! 11,890 905 1,090 
PE  ekckavedsens 9,056 


116,404) 111,544) 8,958 


' 
' 


| Issues out of the Exchequer 
to meet payments 

| ({ thousands) 

| 


Expenditure | April 1, April 1,) Week | Week 


1937, to 1938, to| ended ended 
| June 5, June 4, June 5, June 4, 
1937 1938 1937 1938 


ORDINARY | | | 
EXPENDITURE | | 
} | 











Int. & Man. of Nat. 
Debt ‘ 69,779 69,255) 30,572) 29,926 
Payments to N,. Ire- 
Rd seiitaieaelins 1,085 1,189! 248 419 
Oihe Con, Fund | 
ROVENOR ccscacccsece | 408 369 75 10 
rr | 71,272! 70,813) 30,895) 30,355 


Supply Servicest ... | 91,642) 108,997) 12,330) 14,660 





| 162,914) 179,810) 43,22 
| eayweey 5 eeyeeey 





Total Ord, Expend. 5 45,015 








SELF-BALANCING | | | | 
EXPENDITURE 
Pest. Office and | 
Broadcasting Votes | 10,075) 11,890 


905' 1,090 


172,989' 191,700) 44,130) 46,105 
| 


Total 


* Revenue required to meet expenditure. 
¢ Excluding Post Office and Broadcasting. 


After reducing Exchequer balances by 
£230,197 to £2,711,143, the other opera- 
tions for the week (as shown below, but 
excluding £240,000 issued to Sinking 
Funds), raised the gross National Debt by 
£37,059,000 to about {8,227 millions. 


WEERK’S CHANGES IN DEBT 
(£ thousands) 
Net INCREASES IN DEBT Net REPAYMENTS, ETC. 





Treasury bills 32,364 | Nat. Savings Certs. 50 
Pub. Dept. Adv. 3,060 | P.O. & Tel. (Mon. 
Bk. of Eng. Adv. 2,000 | ROS... 500 
Land Sett. Acts ... 15 | N. Audantic Shipping 30 
Tithe Act 200 

37,639 | 580 





Finance 


AGGREGATE ISSUES AND RECEIPTS 


The aggregate issues and receipts from 
April 1, 1938, to June 4, 1938, are shown 
below :— 

(£ thousands) 


Ordinary Exp. ... 179,810 | Ordinary Rev. ... 99,654 





Inc. in balances... 347 | Gross borr. 81,528 
Less 
Snkg.Fds. 1,025 
Net borrowing ... 80,503 
180,157 180,157 
FLOATING DEBT 
Seomaateen £ millions) saan 
| Treasury | Ways and 
} Bills Means 
ce _ Advances Total — 
Date | Bank | ing pe 
Ten- T Public, of Debt 
der | ®P | Depts., Eng- 
1937 | a | =e 
Mar. { 674:°6* } 23-5 and 698-1 oe 
June 5 535:0'140°'0; 31:9 | 9-5 |711-4 171°9 
Dec. 31 889°7* | 39-4 | 55-7 |984-9| ...* 
1938 | 
Feb. 5 | 572:0; 281-7) 33-6 | ... | 887-3) 315:3 
»» 12 | 557-0 276-9| 31:9| ... | 865-8 308-8 
» 19 | 542-0 275°5| 31:3 | ... | 848°8, 306°8 
» 26 |532-0| 273-1) 39-2] ... |844°3| 312°3 
Mar. 5 (522-0: 282-4! 39-8 | ... | 844-2) 322-2 
» 12 | 517-0: 283-8) 38-9 «- | 839°8| 322-7 
» 19 |512-0 288-5) 35-6! ... | 836-1) 324-1 
o oa 828-7* Bete 1 acc 841-8; ...* 
Apr. 9 |512-0 304-9) 30-6 5-0 852-5 335-5 
» 16 /522:0 306°8;| 28-6 1-5 858°9) 335-4 
9 23 |532:0 | 296°1| 27-2 ee | 855-3) 323-3 
» 30 545-0 288°6) 36°5 ‘ 870-2; 325°1 
May 7 5600 281-6) 35:9 8-0 | 885-4! 317-5 
» 14 570-0! 278-1, 39-2 .. |887-3} 317°3 
» 21 570-0 276*0 41-8 887-8 317-8 
» 28 |570-0 281:4) 40:8 $92:2) 322-2 
June 4 575°0 308:7) 43:9 2: 0 929-6 352-6 


* Owing to inequalities between Treasury bill pay- 
ments and maturities at the end of the quarter, it is 
impossible to separate tender and tap issues or to cal- 
culate floating assets. 


TREASURY BILLS 


(£ millions) 


1 
| 
| 
| 


| 
| Amount 


Per 
‘ Cent. 
| | Average Allotted 
Date of | | Rate at 
) r ; | ° inie 
— Offered — Allotted ” panes 
| Rate 
1937 s. d 
June 4 45:0 69-2 45:0 14 1-02 54 
Dec. 31 50-0 80°5 50-0 10 11:59 47 
1938 
Feb. 4 30:0 88-4 | 30:0 10 0:98 18 
o 31) 3-0 87-7 30:0 10 0-89 18 
» wi B:0 86-6 35-0 10 1:04 23 
» 23) 4:0 92-0 | 40:0 10 1:39; 33 
Mar. 4, 45:0 97°8 | 45:0 10 0°94 30 
o 1) &0 92:1 45:0 10 1-35 36 
» 28 3-0 2:3 50:0 |10 1:54 54 
o 2 50-0 84°6 50-0 | 9 11-31 55 
Apr. 1) 50-0 77:0 50°0 10 3°24 71 
7 8 50-0 85-2 50:0 110 2-65 56 
» 15; 45-0 85-6 45:0 |10 2-82 41 
~o 2a 45:0 88-5 | 45:0 10 2:95 41 
» 29) 6:0 80°3 | 45:0 10 1:99 60 
May 6, 45:0 87-8 | 40:0 10 0-69 29 
» 13] 30-0 73°5 30:0 |10 1:12) 29 
os a 35-0 | 74:3 35-0 110 1:11 35 
» 27 45:0 69-0 45:0 10 9-37 57 
June 3 | 50-0 83-1 50°0 {12 1-04 51 


Bills are paid for during following week, on any 
working day at applicant’s option. When normal 
length is 92 days, bills paid for Saturday are 91-day 
bills and there are no Monday maturities. When 
normal length is 90 days, bills paid for on Monday are 
89-day bills. Bills paid for in February are 89-day 
bills, except those paid for each Tuesday, which are 
88- day bills 

On June “3rd, applications at £99 16s. lld. per 
cent. for bills to be paid for on any day except Monday 
(a Bank Holiday) and Saturday of the following week 
were accepted as to about 51 per cent. of the 
amount applied for. Applications at higher prices 
were accepted in full. Applications for bills to be 
paid for on Saturday at £99 17s. Od. per cent. and 
above were allotted in full. £50°0 millions of 
Treasury bills are being offered on June 10th, 


NATIONAL SAVINGS 
CERTIFICATES 


Purchase 


Sales in Number > 
Price 
20 weeks to :— 
May 22, 1937+¢ 13,443,543 10, 08: 2,656 
May 21, 1938 ...... | 13,542,407 10,156,803 
Week to :— 
May 22, 1937 ...... | 584,801 438,601 
May 14, 1938 ...... | 694,458 520,843 
May 21, 1938 ...... 640,942 480,706 
i 
t After adjustments to March 27th. N.B.—Net 
Exchequer receipts, week to May 21, 1938: 
£150,000, 


} 


BANK OF ENGLAND 
RETURNS 
JUNE 8, 1938 
ISSUE DEPARTMENT 


Notes Issued : 
In Circln.... 490,724,330 | 
In Bnkg. De- 

partment 


4 
Govt. Debt 11,015,100 
Other Govt. 
| Securities... 
Other Secs... 


Silver Coin 


| 
| 
| 
Amt. of Fid- 
uciary Issue 200,000,000 
Gold Coin & 
Bullion ... 326,410,111 


188,901,870 
74,474 
8,556 


35,688,781 





526,410,111 | 


BANKING DEPARTMENT 


Ss 
Props. Capital 14,553,000 





526,410,111 


£ 
Govt. Secs. . 111,421,164 





STS os sc aanad 3,250,316 | Other Secs... 
Public Deps.* 11,732,296 | Disc., etc. .... 7,937,500 
Other Deps.: —_—_——- | Securities ... 20,166,949 
Bankers . 111,110,291 | ena 
eo 35,424,570 | 28,104,449 
—_————— | Notes.... 35,688,781 

146,534,861 | Gold & Silver 
Se 856,079 
176,070,473 176,070,473 


_ * Including Exchequer, Savings Banks, Commis- 
sioners of National Debt, and Dividend Accounts. 


THE WEEK’S CHANGES 


(£ thousands) 


Compared with 

















Amt. 
Both Departments June 8, 
1938 Last Last 
Week Year 
CoMBINED LIABILITIES 
Note circulation ....... 490,721 5,800 14,180 
Deposits : Public ...... 11,732 13,136 1,045 
Bankers’....... | 111,110 8,307 3,682 
Oures8.....00 35,425 37 1,351 
Total outside liabilities 648,988 935 17,555 
Capital and rest one 17,803 23 27 
COMBINED ASSETS — — 
Govt. debt and securities 3] 1,338 2,27 15,032 
Discounts and advances 7,938 997 3,105 
Other securities ...... 20,241 335 5,718 
Silver coin in issue dept. u ; 3 
Gold coin and bullion.. 327,266 4 19 5,112 
RESERVES — a 
Res. of notes & coin in 
banking department... 36,545 5.782 9,068 
Proportion of reserve to 
outside liabilities— 
(a) Bankg. dept. only 
(** proporuon ”’) 23-0”, 2:9%'-— 64% 
(6) Gold stocks to de- 
posits and notes 
(** reserve ratio ”’ 50-4", 0-1 0:-6% 


COMPARATIVE ANALYSIS 


(£ millions) 


| 1937 1938 
| i = —— _ 
' 
June May May | June | June 
9 18 25 l R* 
Issue Dept. : 
Notes in circ. | 476°5 478°6 480-2 484-9 490-7 
Notes in bank- 
ing dept...... 44-7 47-8 46:2) 41°5) 35-7 
Govt. debt and 
securines 195-1 199-2 199-5 199-4 }j99.9 
Other secs. ... 4-9 0-7 0:5 0:6 0-7 
Gold .. 321-3 326°4 326:°4 326-4) 326-4 
Depestts: | 
Public 10°7' 28-5) 26:5 24:9 11-7 
Bankers’........ | 107-4 93-2) 91-2; 102-8 111-1 
Others .....-+-- 36-8 36 «( 36°] 35-4 35-4 
Total .........6. | 154°9' 157-7! 153-8 163-1) 158-2 
Bkg. Dept. Secs.: 
Government .. 101-2 98:3 95-7 109-7 111-4 
Discounts, etc. 4-8 7-8 9°5 8-9 7-9 
Coe 6 ncennne 21:1 20:7 19-4 20:0; 20-2 
Total ......0cee: 127-1; 126-8 124-6 138-6) 139-5 
Banking dept. 
TESEIVC.. 0+ eeneee 45-6 48:5 47-0' 42:3 36-5 
** Proportion” 29-4 30-8 30-5. 25-9 23 0 
Reserve ratiot 51-0, 51°4 51-6 50°5| 50-4 


t Gold stocks in both departments to deposits 
and notes in circulation, * At this date, Government 
debt was £11,015.100 ; silver coin in Issue apern nent, 
£8,556; capital, £14, 553, 2000; rest, £3,25 


; 
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OVERSEAS BANK 
RETURNS 


NOTE. — The latest return of the Bank of 
Roumania appeared in The Economist of April 
23rd; Denmark, of May 14th; Danzig, Egypt, 
Lithuania, and Spain, of May 28th; Argentina, 
Bulgaria, Finland, Greece, Hungary, India, Jugo- 
Slavia, Latvia, New Zealand, Norway and Sweden 
of June 4th. 


BANK FOR INTERNATIONAL 
SETTLEMENTS. — (Million Swiss gold 
francs of 0.29 grammes) 





| May | Mar. ; Apr. | May 
| Si, | 3i, 30, | 3i1, 
ASSETS 1937 | 1938 | 1938 | 1938 
Gold in bars 51-0; 20:9 21-1) 32-3 
Doc ccnckianedl « | 42°64 22:2. 20-6 21-0 
Sight funds | 43°6 15-8 19-6 16:5 
Rills and acceptances : 
(a) Commercial bills | 117-8 126-8 132-3 140-1 
(6) Treasury bills ... | 131-4) 102-8, 90-3 100-3 
Time funds at interest 36:2) 53-9 57-6 53-2 
Sundry bills & invests. | 273-9) 300-5 293-3 282-8 
a 1°7 1-2 1:1 2:2 
LIABILITIES 
Capital paid up ......... 125-0, 125-0 125-0 125-0 
SNES shtdebeicbeskes 3°2!| 23-2! 23-2) 24-3 
Long-term commitmts: | | 
(1) Annuity trust | A | 
, account deposits 152-9] 153-2) 153-3) 153-2 
) Govt. deposits... | 119 3} 106-1; 106-1) 103-3 
oe term and sight | | 
deposits : | | 
(1) Central banks: | 
Own account .., | 215-8) 179-2) 170-8 183-9 
(2) Central banks: 
For acct. others| 3°5| 3-3 1-9 1-9 
(3) Other deposits... 0-4 2-2 2-4 2:3 
Sight deposits—gold... | 16°6) 9-6 9°8 9°8 
Miscellaneous items ... 33-5} 42-3} 43-3; 36-4 
Profits (dist. July 1) 7:9 ais 7:9 


U.S. FEDERAL RESERVE BANKS 


Million $’s 
{ f 
12 U.S.F.R. Banxs | June | May | June | June 
RESOURCES 10, 12, 2, 9, 
Gold certifs. on hand | 1937 | 1938 | 1938 1938 
and due from Treas. | 8,839 10,641) 10,639 10,637 
Total reserves ......... | 9,155, 11,077) 11,036 11,045 
Total cash reserves ... | 306 427 389 398 
Total bills discounted 14 8 8 9 
Bills bt. in open mkt. | 6 1 1 1 
Total bills on hand 20 9 4 a 
Industrial advances ... | 22 16) 17 17 
Total U.S. Govt. secs. | 2,526) 2,564; 2,564) 2,564 
Total bills and secs. .. 2,569 2,589 2,590 2,590 
Total resources ......... | 12,436! 14,305! 14,320 14,263 
LIABILITIES 
F.R. notes in actual | | | 
a 4,202: 4,133! 4,157 4,136 
Aggregate of excess mr. 
res. over reqts. 930 2,480) 2,640, 2,710 
Deposits — Member- | 
bank reserve account | 6,929 7,560 7,745 7,848 
Govt. deposits ......... 85 1,361) 1,093 1,005 
ag deposits ......... | 7,293; 9,292) 9,231 9,251 
dinandsurplus 305 "3091 309 309 
Tene liabilities ......... | 12,436) 


14,305 14,320 14,263 
Ratio of total res. to | | | | 
deposit and F.R.note | 
liabs. combined ...... 79 6% 82-5 %j82°4% '82-5% 
U.S.F.R. BANKS AND | | 
‘TREASURY COMBINED | 
RESOURCES 1 
Monetary gold stock... 
Treasury and Nat. Bk. | 


| | 
12,118, 12,880) 12,918 12,940 


ee | 2,547) 2,695 2,703, 2,703 
LIABILITIES | 
Money in circulation... | 6,435) 6,396) 6,469, 6,437 
Treasury cash and de- | 
posits with F.R. Bks.' 3,339! 3,576: 3,347 3,282 


NEW YORK FEDERAL RESERVE 
BANK.— Million $’s 


“{ June | May | June | June 

10, 12, 2» > 

| 1937 | 1938 1938 | 1938 
Total gold reserves ... |3380 - 3/4625 -9 4744-3 4560-8 
Total bills discounted | 7:9) 2-7 2-1 2-1 
Bills bt. in open mkt 2-0 0-2 0-2 0:2 


Total U.S. Govt. secs. | 725-0) 745-8 745-8 745-8 
Total bills and securts. | 740-9 753-2) 752-5, 752°5 
Deposits — Member- | 

bank reserve account [2982 - 9/3483 -9'3708 -6 3580-2 
Total res. to dep. and | | 


Fed. Res. note lia- | | 
bilities combined ... |83°8%)87°5% 87 -8%/84:7% 


FEDERAL RESERVE REPORTING 
——— BANKS.—Million $’s 


| ‘May | Apr. | May { May 

26, 27, 18, 25, 

ASSETS 1937 | 1938 | 1938 1938 
Loans, total .......-.+++ | 9, 529) 8,587) 8,408 8,345 
Investments .......--+-- | 12,653. 12,257 12,271 12,252 

Reserve with Federal 
Reserve banks ...... | 5,385 6,066 6,107) 6,230 
Due from domestic bks. | 1,796, 2,256, 2,315] 2,328 
LIABILITIES 


Deposits : demand (ad- | | | 
ed 15,528 14,598, 14,569 14,697 

ee» | 5,222 5,230) 5,209) 5,212 
melee ‘585, 545 538 
ie 5,585 5,969) 6,047) 6,010 





liabilities.............p++ 


BANK OF FRANCE.—Million francs 


June | May | May June 
3, S. 25, 2, 
ASSETS 1937 | 1938 | 1938 | i938 
SPEDE cccastcosioniisecinel 57,359 55,807 | 55,808 55,808 
Advances on gold coin | 1,099... o is 
Bills : Commercial 8,896 11,090 9,639 7,647 
Bought abroad 1,024 774 774 760 
Advances on securities | 3,990 3,878 3,454 3,558 
Thirty-day advances! 659 1,414 113 337 
Loans to State without | 3,200 3,200, 3,200 3,200 
interest : (a) general 
(6) provisional ...... | 19,980 +40134'+40134 +40134 
Negouable bonds, 
Sinking Fund Dept. | 5,642, 5,575, 5,575 5,575 
CERSEBEREES .cccccsccces 3, 985) 4,372) 4,155, 4,115 
LIABILITIES 
Notes in circulation ... | 86,971) 98,960) 98,923'101078 
Deposits: Public ...... 2,488 2,280! 3,248) 3,026 
Private ... | 13,688 21,233) 17,341) 14,222 
Other liabilities ......... 2,686 3,769) 3,340, 2,809 
Gold reserve to sight 
ID ssstsnebnasn 556°, '45°5°,'46°6°./47°1 


* From July 29, 1937, based on franc at 43 (against 
49) milligrams. 


_ t Of which Frs. 18,050 millions under Conven- 
tion of June 30, 1937 (permissible limit, Frs. 20,000 


millions). 
REICHSBANK 
Million Reichsmarks 
1 May | Apr. | May | May 
ee * 30, 23, 31, 
ASSETS | 1937 | 1938 | 1938 | 1938 

NEE sacncicninanenenncnih 68-1, 70°8 70°8 70°8 
Ot which depstd. abroad 19-4 20:3, 20-3) 20:3 
Res.in foreign currencs. 5-9 5-1 5-6 5-4 
Bills of exchange and 

EE ccataadcccennete 5055 -4,5852-9 5022-45849-9 
Silver and other coin... | 172-1) 152-3, 251-8) 172-6 
SEUOIIEE . anrroscccnsaccs 50:0 59-0 45-9 56°8 
InvestMents .......00008 414-2 417-9 844-1) 844-2 
CT 774:°8 1461 -51273-9 1200-7 

LIABILITIES | 
— eae 493-0 514-4) 514-4 514-4 
Notes in circulation ... 4901-8 6086-25608 -3 6268-7 
Other daily maturing 

obligations ............ 803-9 1030-8 1007-5 1020-8 
Other liabilities ......... 192-4, 238-2, 234:4 246:3 
Cover of note circulatn. 1°52%%)1-25°%,'1-36% 1-22% 
AUSTRALIAN COMMONWEALTH 

BANK.—Million £’s 
( June | May | May | June 
, 9, 30, 6, 
ASSETS | 1937 | 1938 1938 | 1938 
Gold and English stg. 16°01) 16°01 16°01 16-01 
Other coin, bullion, &c. 5-39| 5:-57' 5-35| 5-29 
Money at short call— 

IID ssssneneobbhens 32-90, 25:98 26°72 25:76 
Short-term loans ...... 3-69) ... wi ba 
Secrts. and Treas. bills 76-59 91-50 90-16 88-58 
Discounts andadvances| 9-62) 12:79 12:78 12°75 

LIABILITIES | | 
Notes issued ............ 47:04 50°28 49-03) 49-03 
Res. pm. on gold sold 7°75; 7:75| 7°75) 7-75 
DEBORA, GBC...000000000+ 82-00; 86°06 86-11) 83°51 


NATIONAL BANK OF BELGIUM 
Million belgas 


May | May | May , June 
. 19, 25, 1, 
ASSETS 1938 | 1938 | 1938 | 1938 
RED, cidiienteceieaieain 3,101; 2,734 2,693 2,685 
Silver and other coin... 50 54 55 53 
Foreign exchange, etc. | 1,132) 718 742 742 
Bills and securities 566 872 872 885 
BIE ‘nenincdscuscons 45 137 133 134 
LIABILITIES | | 
Notes in circulation ... | 4,366) 4,128 4,116 4,157 
Deposits: Govt. ...... | 43) 15 14 43 
: OO senate | 398} 287) 279| 213 
BANK OF CANADA 
Million $’s 
| May | Apr. | May ; May 
26, 27, 18, 25, 
ASSETS 1937 1938 1938 | 1938 
Reserve, of which ...... | 204°7) 204-6 208-0) 211-3 
Gold coin and bullion | 187-3) 180-7) 181-3, 182-3 
ID . weninscccnscens 148-1, 172-1, 170-4 172-3 
LIABILITIES 
Note circulation ...... 130-6, 156-6, 156-9) 155-8 
Deposits: Dom. Govt. 22:2; 15-7| 17-4 22-5 
hartered banks 191-4 199-6) 191-7) 194-1] 
Reserves to notes and | 
deposit liabilities ... 59-3%,'54-6".,|56°4% 56:°3% 
BANK OF ESTONIA 
Million Estonian krones 
) May | Apr. | May May 
(a,i & 15, 23, 
ASSETS | 1937 1938 1938 | 1938 
Gold coin & gold bullion) 34°19) 34-22) 34:24) 34-25 
Net foreign exchange | 14°90) 16:27) 15-60) 15-32 
Home bills discounted | 12:76) 10-98 10-55, 10-57 
Loans and advances... | 9°94) 10°59, 9-91) 10-29 
LIABILITIES | 
Notes in circulation ... | 45°01) 51-27) 48-15, 49-79 
Sight dep. and current | | 
accounts, of which... | 33°22) 30°30) 30-98) 29-00 
a) Government... | 25°16 18-35) 18-45) 16-74 
% Bankers. ...... 6°15} 9-67) 9-79) 10-00 
Reserve to current | 


[62-79%161-99163-0%4|62-0% 








NATIONAL BANK OF 
CZECHOSLOVAKIA.—AMillion Cz. Kr. 


| May | Apr. | May | May 
} 31, 30, 23, 31, 
ASSETS | 1937 | 1938 | 1938 1938 
CN ia in ect ie cie | 2,578 2,658 2,654 2,653 
Balance abroad and 
foreign currencies ... 444 422 384 363 
Discounts and advances | 1,865, 2,720 3,223, 3,549 
State notes debt ...... | 2,017; 2,007 2,007) 2,007 
LIABILITIES 
Bank notes in circulatn. | 5,789) 7,123 7,573, 7,936 
EE ‘cscaunbnediens 402) 245 681 335 
BANK OF JAPAN.—AMillion yen 
May | Apr. | May May_ 
15, | 16, . | 
ASSETS 1938 | 1938 | §=1938 1938 
Coin and bullion: Gold | 539-5, 801-0 801-0) 801-1 
Other 47-2) 36:2 36°8 38:3 
Discounts and advances | 783-1 510:1 507°6 501-6 
Government bonds ... | 659-8 1165-1 1051-1 1015°8 
Agencies’ accounts ... 86°8 97°8 114°5 102°3 
LIABILITIES 
Notes issued .. 1335-2 1725-0 1784:°3 1700-7 
Deposits: Government 432:8 482-2 358:°1 380-6 
Other 52:2. 92-8 103-0} 122:1 
BANK OF JAVA.—Million florins 
June | May May June 
5. ao 28, 
ASSETS 1937 1938 , 1938 1938 
Gold and silver eoees 125-69 136-71 136-52 136:°94 
Discounts, advances & 
other investments ... | 74:62 76:79 73:43 75-12 
Foreign bills ............ 5-2 1:65 1°63 2°45 
Other O08€CS ....00c00000 83:22 58:90 49-96 50°56 
LIABILITIES 
Notes in circulation ... 195-62 190-95 184 61188-91 
Deposits and bills . 79°45 62°65 62°46 61°65 
NETHERLANDS BANK 
= Million florins 
June | May | May June 
% 9, 30, 6, 
ASSETS 1937 | 1938 1938 1938 
ia cearek cakeanlale 1146-1 1480°3 1480°8 1 ys99.5 
SN siectboesentduieal 18:6 20:0 203 fi ? 
Home bills, &e. obeda 18-2 9-2 9-2 8:6 
Foreign bills ......... 2°4 5-4 5:4 5-4 
Loans and advances 
in current account | 170°7; 331:6 330°7 3297 
LIABILITIES 
Notes in circulation | 824:0 931-1, 944:3 932-1 
Deposits: (a) Govt. 57:6 141-6 135-6 \ 932-6 
(6) Other | 494°0 792-1. 785°9 , 
BANK OF POLAND 
Million zloty 
May , Apr. | May | May 
31, 30, 20, 31, 
ASSETS 1937 1938 | 1938 | 1938 
NE | spunea 412°5 439-0 440°2 440°8 
For. exch. and balances 40'5 14:5) 18°8 20:3 
Bills discounted 520°8 633-7) 606°3 647-1 
Loans against securities 33:2 32:9) 22:7) 31:9 
Treas. bills discnted. 25°5 42:8) 38:4 40-1 
Securities sesseveee | 134°6) 127-3] 127-3! 127-6 
LIABILITIES 
Notes in circulation ... | 975°3.1141-0 1059-0,1123 3 
Sight liabilities : 
(a) Government 1:0, 51-7) 54:7) 61°6 
_(6) Others ........004. 266°8) 173:5| 225-4) 216°4 
BANK OF PORTUGAL 
Million escudos 
Mar. ; Mar. | Mar. | Mar, 
31, 16, 23, 30, 
ASSETS 1937 1938 | 1938 1938 
Gate  cccccntacecncecoscces 913°4 917°3 917°3 917°3 
Balances abroad......... 617°'5 569°4 556°5 558°5 
EDEBCOURED ccccccccccccccs 320°8 332°6 334°1 343-4 
BOGUS coccccccccccces 124°5 120°6 120°6 120°6 
Government loans.. 1043-5 1040-9 1040-9 1040-9 
LIABILITIES 
Notes in circulation 2058 -9 2022-3 2006-1 2033-1 
Deposits: Government 532:2, 528°4 504°9 513-6 
nkers’ 524:3 636°'2 665°8 620°9 
Other . 94°5| 38:2, 34:6 65°7 
Foreign commitments 43:5, 60:1 60°1 64:9 
SOUTH AFRICAN RESERVE BANK 
Million £’s 
= June | May | May | June 
, 6, 27, 3, 
ASSETS 1937 1938 | 1938 | 1938 
Gold coin and bullion | 25-20) 22:58 22°86, 22-72 
Bills discounted : 
ST susuaduniosnahnds | 0-04) 0°17, 0-03, 0-03 
Foreign .....ccceeeeeee | 6°12) 6:12 6°25 6°85 
Investments ..........++ 1-73) 1°73) 1-72) 1-72 
Other assets ..........++ 12:66) 10°59 11-19 11-01 
LIABILITIES | 
Notes in circulation ... " 45| 16:94 17-37 17:67 
Deposits: Government; 1:57) 1°38) 2:01, 1:44 
Bankers’ ... | 18 76; 18-99 19-01 20-75 


Cash reserves to liabili- 
__ ties to public Iss 4% }56-1% 54:0% 50 5% 


SWISS NATIONAL BANK 
Million francs 


May |; Apr. | May | May 

31, nD | 31, 
ASSETS 1937 | 1938 | 1938 1938 
Coat cnansiecanpevencccccs 2624°2)/2882: 1 2838-9 2836-7 
Of which held abroad | 534:5 1005-5 968-3 977-3 
Foreign exchange ...... | 20°6 476°5 397-0, 384:3 
Discounts, etc. .......+. 12-2 6:8 63 42:9 
Advances ....seceeeeeees 30:1' 21:4 20:9 21-4 
Securities ...rccccccccoee | 15-9) 95-1 95-1) 95-1 

LIABILITIES | | 

Notes in circulation .., |1373-9)/1537-8 1467: 4)1529°1 
Deposits Sasesdabsamiiia 1300 -9|1951-8 1883 9/1845 2 


N.B.—Exchange Equalisation Fund and assets 
included in returns December 31, 1936, onwards at 
538,583,653 frs. 
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CLEARING BANKS EXCHANGE RATES 




















LONDON LONDON—SPOT 
a ({ thousands) 2 (a) Active Exchanges 
Month of May | Week ended | Aggregate from (Range of the day’s business) 
| Wednesday January 1 to —— ————— _ : — = 
CennePeTennegae . ‘ - } i | 
| | Parof | | | } | | 
\Change| June 9, | June 8,| June 9, | June 8 Lo: | & | June 3, | June 4, | June 6, | June 7, | June 8, | June 9, 
1937 | 1938 [“Agree/ June Jugs’ | 1937 | 1938” ndon on | Exch. | "1938 | 1938 | 1938 | 1938" | 1938" |” 1938 
ani heal ninulaeieieesemilbeeeanes 1 ia | | | 
Number of | | | | New York,$... | $4°8623 4-941 5 
° , soe ; 3 4: 4-945: | 4 Ag- 4:°947—- (4:°9454- 
wkg. days : | 24 | 26 | % 6 |} 5 | 132 | 133 | i : pee 0434 5) Sig 953, 953, 
~ . 991, oi Sle 15 -@lie- “a 
Town sacs 2,775,567 2,853,182 — 5-1 679,663 498,998 16,761,684 14,729,830 a vee ee a 
etropolitan ... | 174,660) 172,562 — 8:8 45,456 39,135 975,489 939,109 Paris . 124-21 eer To 11783. 0— ease mee 
Country ......... | 305,523) 311,262 — 6-0 91,027 73,513 1,698,185 1,663,120 ape es The sign ig a al tg 
| Te | Brussels, Bel... | 35-00a '29 -21-25'29- 21-24} \29 + 22-26 29 - 24-30 29 - 25-29 
ED dddedious ere — 5:4 816,146 611,646 19,435,358 17,332,059 937g-41;6.9379—41g | 1937—-41g 9315;¢- 9315j6- 
ee i ce aa ctl | ae io Milan, L....... | 92°46 | 4516 4516 
t Based on average working day. ‘ sl \| 94-007 | 94-007 | | 94°05; | 94:05: | 94-18% 
Zurich, Fr. ... | 25*2212 |21-71-73/21- 71-73} [21-7119— 21-72-75 21-72-74 
PROV | 7319 
OVINCIAL Athens, Dr.... | 375 | 540-55 | 540-55 | | 540-55 | 540-55 540-55 
(£ thousands) | Amst’d’m, Fl. | 12-107 8-96- (8-96- | (896-8 951p— 8 -9512- 
a . eee | | 9634 9612 an 9612 . oa - a 
| Berlin, Mk..., | 20°43 |12-30-33/12-30-32) Monday |12- 30-3311 1-34 12: 
Month of May 2 ae | Agaregate ’ a _ Registered | | 
= OO Marks (c) 50-55 | 50-55 | 50-55 | 50-55 | 50-55 
——-- i — | Br. India Rup. | 18d. [1734-2732 VT 5~ |172540— 1732- 172 se 
2739| 2732 733 "32 
| Change June 5, | June 4, | June 5 June4, | HongKo 4ldie~ -l14iie— | 11413;¢— 1413;¢— | 1413;6- 
1937 1938 ar 1937’ | 1938 | 1937 | 1938” | & Kong, $ | Tt ... e. cm Sine Sine Sue 
—— pice rrr ge Shanghai, $... | t ... (934-11 (2)/9%4- 934~ 94- | 10 (/) 
| { l | | 1034(D| |  1O0%g(2)} _ 1034( 
No. of working | | | Rio. Mil. ...... | ¢5+899d.! 213:6*mm 213;6*m | 21316¢%m | 213\¢*%m | 21516*%m 
days : | 24 26 | & | 6 | 6 130 | 132 j | (\18-98-— |19-00- | 19-03— (19:02- 19-01- 
B. Aires, $ ... | 11°45 19 04g! 07g| 08¢ 07g 06g 
BIRMINGHAM | 10,275 | 9,982 ~—10-3 | 3,626 | 3,082 61,259 54,331 | | 16-12h | 16-12h 16-12h | 16-12h | 16°12h 
BRADFORD .... 4,397 3,218 —J32:4 988 851 24,503 | 18,448 | Valparaiso, $.. | 40 125¢ (i) | 125e (/) | | 125e (1) | 125e( 125¢ (/ 
BRISTOL. ....... 4,959 | 5,857 + 9:0) 1,509 ; 1,348 | 28,922 | 28,608 | M’video,$ ... | ¢51d. 20-21 | 20-21 | 20-21 20-21 1954-2054 
BETES énksescscens 3,800 | 3,422 -—16°9 883 709 | 20,832 | 19,377 | Lima,Sol. ... | 17-38 /20l- [2012— 201o— 2015— 21-22 (1) 
i | 3,972} 4,047 |— 6-0 :204 1,085 23,983 | 22,932 | . | 2112 (2 2112 (J) 21i2(F} 2ile%)) 
LEICESTER ... | 3,049 | 2,991 9:4 932 884 | 17,300 | 16,129 Mexico, Pes....| 9-76 | Un’q'td | Un’a'td | Un’q'td | Un’q’td Un'q’td 
LIVERPOOL ... | 27,769 | 22,434 25-4 | 7,269-) 7,302 | 165,133 | 120,385 Manila, Pes.... |+24-66d.' 24-247)6| 24-24716| 24-247 \6 24-2771¢ 24-24716 
MANCHESTER 45,969 | 40,088 19:5 | 13,649 | 11,554 | 252,109 | 217,890 | Moscow, Rbls. | ae 126-1912— |26-2112— 26: 2034— \26-247g- 26°24!2- 
NEWCASTLE 6,486 | 6,705 — 4:6 1,701 1,843 32,779 35,633 | 2012| 2214 2114 2512 2478 
NOTTINGHAM 2,200 | 2,091 —12-3 690 588 2,074 11,664 | — U — : . ; : aa x ; 
2PEIR . 59 rd 7 | sance: I.T., Rio de Janeiro, Lima, Valparaiso (90 days). *Sellers. Pence per unit 
SHEFFIELD ... 4,174 4,487 0-8 1,573 1,496 25,136 25,951 " local currency. t Par 8-2331z9 since dollar devaluation on February i, 1934. 
+ ° 7 . . a acca | {a) Prior to devaluation on April 2, 1935. (c) Per cent. discount. (¢) Lates 
Total: 11 Towns | 117,050 | 105,322 16:9 34,024 30,742 664,030 571,340 ** export ” rate. (g) Official rate is $15 sellers. (h) Average remuttance rate for 
| 6.28 =| | importers. (i) Rate for payments to the Bank of England, for account Controller 
DUBLIN ......... | 6,281 7,008 134,926 144,555 | of Anglo-Italian debts. (/) Nominal. (mm) Official. , 
+ Based on average working day. t 23 calendar weeks. (b) Other Exchanges 
7 ~_™ — 
MONEY RATES Par of June3, | June8, June 9, 
LONDON senten on | Exch. | “1938° | 1938" | 1938 
= | | | . 
June 2, June 3, June 4, June 6, June 7, June 8, June 9, | ~ 
1938 1938 1938 1938 1938 1938 1938 | j 
. | Helsingfors, M. ......+. . | 193-23 226-226% | 22614-2271, 22617-22719 
| | Madrid, Pt...........0e00 25-221, 80-150(/) 80-150 (2) 80-150 (1 
Bank rate (changed % % % | | % % | & | : ; 77} 777 7j 
from 212% June 30, I | | Be 110 110-110! 110-110 110-1103, 
ED Siisauchacwassns eS i.% 2 | | 2 2 2 Budapest, Pen. .....00 27-82 247-2558 2479-253 2474-2538 
Market rates of discount | | Prague, Ke. ecesceeeees $16412§ 14213-54 | 1421454 1421454 
60 days’ bnkrs.’ drafts 1732-6 %¢ %6 | %e@ %16 916 Danzig, Gul. .... eee 25-00 26-2612 26-2612 | 26-2612 
3 months’ do. ...... 1725-916, Sig—5g | 18z0-5g 1935-5g '939-5g 1839-5g Warsaw, Zl...... ° 48-38 26-2612 26-2612 | 26-2612 
4 months’ do. ...... 1739-9) 6) 96-58 8; ¢~5g 916-58 9} 6-58 96 5g TEINS  nacactecaaniine 25 +2219 2454-2554 2454-2554 | 2454-2534 
6 months’ do. ...... 5g 5g bg Whit "bg " 8g 3g Bucharest, Lei ......... 813-8 660-685 660-685 | 660-685 
Discount Treasury Bills Monday Constantinople, Pst 110 620* | 620* 620* 
2 months’ ............ | 1732 9j6~1939 | 96-193 9 91 ‘ : oe ee oe 623k 623k | 623k 
3 months’ ............ |1729-9)6 | 1950-5— | 2849-5 Rena 13Me -5g “§ Belgrade, Din. ......... 276-32 213-223 213-223 | 213-223 
Loans—Day-to-day ... Jo~] lo~) lo-1g oak” | tend ay I EE iiss eubntiniin 48 -66 29-30 29-30 29-30 
I ol lo-] leak | lo—1 loud lend I EU scecncnciasunne 673-66 390-420 390-420 390-420 
Deposit allwncs.: Bk. | 1 -» = 7 | dp lo | Tallinn, E, Kr. ....seee. 18-159 1734-1854 1734-1834 | 1734-1834 
Discount houses at call | 15 a hk a 4 | 9 1 le a ja 18-159 19-85-95 | 19-85-95 19-85-95 
BD sccndacsusnions | & &% | & | B% | 3 b4 Stockhoim, Kr. ......... 18-159 19-35-45 19-35-45 19-35-45 
| | | | } Copenhagen, Kr. ...... 18-159 22-35-45 22: 35-45 22: 35-45 
- . Alexandria, Pst. ......... 971; 9759-53 975g—-5g 9733-5 
: . ‘ DT RI ae aadeenue 24-58d. 1315;¢-141; 1335;)¢-14l;¢ | 13151¢-14] 
Comparison with previous weeks Singupese, DP  nnddeciennen i 28d. 2711} 6-15 . A ie |) ro - 
. ae I ccnceinidinadaiin 12-11 8 9315-96 8-93-96 | 8-93-96 
Bank Bills | Trade Bills | Bangkok, Baht ......... $21-82d. 22-2214 22-2214 22-2214 
Short | | | i 
Loans| . 


Usance: T.T., except Alexandria (Sight). * Sellers. + Pence per unit of local 
currency. § Par, 197-105,¢ since koruna devaluation on February 17, 1934. Rate 
for payments to the Bank of England :—(j) Under Anglo-Spanish Agreement. 
(kA) Under Anglo-Turkish Agreement. (/) Nominal. 


3 Months| 4 Months 6 Months; 3Months 4 Months! 6 Months 


} 


o/ 


‘ 1 
1938 | % o | % o 


° 
= 

° 
s~ 

















° fo - © /e@ 7 
May 12... | 1e-1 1732 | MTg2-%e | Me-Fe | = 2-212 | 2lg-212 | 212-3 LONDON—FORWARD 
» 19... | 12-1 1732 | (1%32-%6 | 16-58 2-212 | 2l4-212 | 212-3 (Closing quotations) 
9 26... |1g-2 | 17a 17 g2—9}¢ 816-58 2-212 | 214-212 | 212-3 
June2... [32-1 | 1%2-816 | 1732-Si¢ 5s | | 2212 | 214-212 | 212-3 oe - 
39 Deve | lem] 1930-58 16-58 5g | 2-2] | 2lq-212 | 212-3 | June 3, June 4, June 6, June 7, | June 8, | June 9, 
: See London on | 1938 1938 1938 1938 1938 1938 
; | Per £ Per £ Per £ Per £ Per £ Per £ 
NEW YORK | 
meena tiving Trem Compeny cobles the following money end exchenge rates in | sew york {| 1 Month he) ies | | setae | torten | Yostten 
ew York :— t { “16 7 a~36 | "32-932 52-32 
June 9, May 11, May 18, May 25, Junel, June 8, cent.4 : = ; 5o73 ee rs i>? ; ae 
1937 1938 §=1938 + =61938 «19381938 | A I i ee 1 cmos classe 
oy ° oO, oy, °. ) ee ee ee ee ii ee > gees 
~a 70 /o /e /e 9 ! (d) | | (d) 
Call CRONE ccccccesses: assessors 1 1 1 1 1 e 1 Month sé SB | A 3 7. 3 O. 
Time money (90 days’ mixed . : n n : Paris, francs< | 2 45 = | 1yg—13;6) 1 y9—13y6 | Sie-llig | lo-Se “i 
Ne esac abeuccuk 14 ll, e 4 114 11g 3 Lip13q | 16g—134 | 13g—11p | 11g—13g | 13;6-15; 
~— mene - aaa ae Selling Rates ana } ” Le pe ee | | Swe | ene | ae 
embers—eligible 90 dys. 16 2 2 2 2 2 | ) (p) (p) | ¢ 
Non-mem.—eligible, 90 dys. 2 12 lg lg 1g 19 ? | sf » | v% P) (p) 
. . F Amsterdam, {| 1 Month l-l2_ | I-)2 Whit | 1l-lg | I-le 1—l, 
Commercial accept., 90 dys. 1 1 1 1 1 1 cent.<i2 M1 | ei | Monday | 112-1 lip-1 es 
. . —— . : 13 9 * 2-112 2-1lo | 2-12 2-1ig 2-112 
CENTRAL AND SOUTH AMERICAN ExCHANGES.—-The following quotations were bm aie! ee ee 
received on the dates indicated. Rates for other centres were given in last week’s (d) (a) | |} (ad) | (d) (d) 
issue on page 577. ; els }1 Month) 30-35 | 30-35 | 18-23 | 16-20 —19 
Colombia. Sight selling rate on New York was 180-20 pesos per 100 U.S. a cent.4i2 ,, a8 47-53 | 35-40 | 33-38 | 35-0 
dollars on May 14, 1938. This rate applies to holders of exchange ae 720-80 70-75 | 57-62 | 50-55 | 52-57 


permits buying in the “‘ open ” market. 


1 








Nicaragua. Sight selling rate on New York (including tax and commission) was | () | &) @ | @) (p) 
6°41 cordobas per U.S. dollar on May 3, 1938. This rate applies | Geneva, | 1 Month) 21>-112 | 234-1g Qlg-llg | 21114} 2-1 
to approved sales of exchange by exporters to importers. The cent.4 {2 5 | 43 | 384-254 | 38q-284 | 33-234 | 31z-2lg 
“ free’ rate on May 12th was 6 55 cordobas r dollar, | 5—4 ; 5-4 434-354 | 434-354 | 4\g-3ig 

Paraguay. Exc e is quoted on Buenos Aires; the sight selling rate was - } | j | 


70:80 Paraguayan pesos per Argentine “ free” paper peso on | ——----—_- ~ 
May 13, 1938. (p) Premium. (d) Discount. 
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IMPORTS AND EXPORTS OF GOLD 
Week ended June 9, 1938 


638 June 11, 1938 


AND SILVER 





EXCHANGE RATES—contr. 








NEW YORK | 
Imports | Exports 
le ee ve Be i oe ee = | 
| | | | | } 
¢ | *ro: ! oO ‘oi Tc C 10 
sce ttt cael por of June 2, | June 3, | June 4, | June 6, | June 7, | June 8, From Bullion Coin | To Bullion | Coin 
_ 1" ee 1938 1938 1938 | 1938 | 1938 —— —_—— 
per cent. } | 
7 | ee 1m | es ae : GoLp P GoLp 1 (le £ 
London :—* Old Par British S. Africa - | 784,733! 662,707 | Canada ............ 1,350 9,281 
60 days... 4°8666 | 4°937, | 4°945;¢ | 4-94516 | 4:9315jg) 4-9471g | 4°941932 New Zealand ......... | 33,588 REIN ccocacnasose | 44,498 ial 
Cables ... > New Par, 4°947)— | 4°947— | 4-943, | 4-94lp | 4°95 4-951, Canada ; eines , 102,917 | Netherlands ...... | 57,300; 281,352 
Demand... J | 8-2397 | 4°945i¢ | 4-945, | 4°945g | 49453 | 4:947g | 4°941%9 Soviet Union . |2,270,887 ‘ eee ae 248,037 
REE, Bieenses 6-63 2-775;¢ | 2:7734 | 2-7734 | 2-77lo | 2-775g | 2°777 SIL, 4c cudnscosueih 1,226,090 : Syria . yeuneees ms 17,781 
Brussels, Bel. 23-54 (16°901g (16-9319 16°93lo (16-93 16-9219 16 91l, Switzerland _......... 12,674, 29,278 | Switzerland ...... se 10,409 
Switz’!’d. Fr. 32°67 (|22-77 22-78 22-7734 |22-77 22-7819 |22:79 Venezuela ............ 27,857 United States... |1,107,042 
Italy, Lira...... 8-91 | 52614 | 5-26lg | 5-2614 | 5-26lq | 5-261g | 5-261y -— — ———_ — ——— 
Berlin, Mk. ... | 40-33 |40-13ip 40-15 40-18 40-17lg (40-171, (40°13 WOOEE” sccdvecescnccss 4,386,388 810,413 | Total* . 11,210,540; 569,839 
Vienna, Sch... | 23-82 ; Pe OP “ges ons aT On | aoe | 
Madrid, Pt.... | 32-67 ; se ee ME ot soa SILVER SILVER | 
Amst’d’mGidr | 68:06 (55-1712 [55-22 (55-2119 [55-2019 [55-2219 |55-27lg _—British S. Africa... | 98 Sweden it ~ ae 
Cop’h’gn,Kr. ) 22:0712 (22-10 22-10 22-0712 [22-10 22-10 a sanektideane _ 300 | Denmark............ 1,070 
Oslo, Kr. ... }/145-374 |24-85 24-8712 |24-87lp (24-85 [24-8712 [24-8712 | New Zealand ......... 1,426 Germany............ | 13,595 
St’h’lm, Kr. 25-50 25-5212 125-50 25°50 25-5219 (25-5210 SEE ksanubbiouiani 19,385 11,140 | France ocoo | 430 03000 
Athens, Dr. ... 1-2919' 0-903, | 0-903g | 0-903, | 0-9034 | 0:9034 | 0-9054 aan | 10,668 280 | United States... | 36,040 1,720,000 
M’treal, Can. $ 169-31 98-930 (98-870 (98-870 98-750 (98-650 (98-680 Switzerland ......... ; 34 
Yo’hama, Yen | 84-40 28-85 28-86 28 -84 28-83 28-86 |28-87 Czechoslovakia ...... 14,000 
Shanghai, $ ... es [21-62 [21-62 [21-37 (20-95. Ss (20-68 +=: [20-50 ——_—_ ——_ — |————- -—-—-—- 
B.Aires,Peso |... [30°67 [30-70 [30-70 [30-67 += [30-71—- [30-72 Be anccseisnoune 47,414 14,202 Potal* | 80,446 1,720,000 
Rio, Ms. ft... | 11:96 | 5:90 |5:90 |5-90 |5-90 | 5-90 | 5-90 | 
Usance: T.T. * Dollars per £1. + Official, * Including other countries 





MONTHLY STATEMENT OF LONDON CLEARING BANKS 


(000’s omitted) 

















| j | } | | | 

| eT ~— | te ational) eo) West- | Williams 

Average Weekly Balance Barclays | Coutts oat Glyn, | oe Martins | Midland National Provin- minster |Deacon’s| Aggre- 
May, 1938 Se and Co ° Mills Py: ank Bank Bank Bank cial Bank Bank ate 
Limited *|Limited) and Co.' Limited | Limited | Limited Limited, Bank t ienien See 8 
| | Limited imited | Limited 
: ep news 5 oe ee ed ad 

| | | | | | | | | 

Assets 8 2 | ¢ £ So a ae cl £ig 
Coin, bank notes and 

balances with the Bank 

of England ............... | 44,054; 1,827 | 7,949 | 3,223 | 37,874 9,613 | 51,957} 3,182 | 32,070 | 35,695 3,703 | 231,147 
Balances with and cheques | | 

in course of collection on 

other Banks in Great | 

Britain and Ireland ...... 11,564 | 681 | 2,257) 3,126; 10,652; 3,032 | 12,569 300 | 6,910 | 8,820; 1,728 61,639 
Items in transit ............ ee | gee Paes 4,030 | 649 me. ae EC ee Dome " 4,679 
Money at call and short 

ne nec ieiceenen 26,377 | 1,675 | 7,733 | 6,283 | 23,914; 6,455 | 19,504) 4,883 | 21,834 | 21,806 5,595 146,059 
Bills discounted ............ 59,150 | 826 4,154 458 | 37,737 | 4,199 | 81,930 1,511 34,870 | 54,035 742 | 279,612 
RIOD cic cticvsnscons 95,378 | 8,877 29,640 11,046 106,586 | 31,818 124,831 14,302 | 84,234 | 112,272 11,578 | 630,562 
Advances to customers and 

other accounts .......... 198,860 10,297 30,154 | 9,332 | 168,783 | 43,425 | 214,216 | 17,190 | 143,712 | 130,414 | 14,659 | 981,042 
Liabilities of customers for | | 

acceptances,  endorse- | 

EIN, wsebvnncncigech | 10,358 | 738 | 7,818 | 3,323 | 35,822 | 7,641 18,923 | 212 | 8,907 | 20,634 1,669 | 116,045 
Bank premises account 7,378 | 412 1,581 | 740| 7,524); 2,684 9,815 | 657 7,319 | 5,166} 1,070| 44,346 
Investments in affiliated | 

banks and _ subsidiary | | | | 

COMpanies ........0.e000s 6,993 | 3,525 | 7,874 | 2,514! 2,993 | 23,899 

| 460,112 25333 91,286 | 37,531 | 436,447 | 109,516 541,619 42,237 | 342,370 391,835 | 40,744 2,519,030 
Ratio of cash to current, | | | | 
deposit and other ac- | | 
RE gc ccessRGiAdsbscugess |; 10-41 8:09 | 10-25 | 9-97] 10-10 10-21 10-49 8-36 10-17 10-12 10:17 | 10:22 
LIABILITIES 
EL err eer | 15,858 | 1,000 | 2,977 1,060 15,810 4160 | 15,157 1,500 | 9,479 9,320 1,875 78,196 
Reserve fund ............... | 10,750 | 1,000! 2,977, 530| 9,500, 3,500 12,409| 1,140) 8,500) 9,320)  800/ 60,426 
Current, deposit and other | 

EN es 423,146 | 22,595 77,514 32,328 375,308 | 94,194 | 495,130 | 38,040 | 315,484 | 352,547 | 36,400 2,262,686 
Acceptances, endorsements, 

SL ikinucnakeseuasabensesnta 10,358 738 | 7,818 | 3,323 | 35,822 | 7,641 | 18,923 | 212} 8,907 | 20,634] 1,669 | 116,045 
Notes in circulation ......... be awe a ae) Oh gga El 7 | ai; lw. 6} 6188! mee: ea 1,387 
Reduction of bank premises | | 

Dt RL eR ee 290 290 

460,112 | 25,333 91,286 37,531 | 436,447 109,516 | 541,619 | 42,237 | 342,370 | 391,835 | 40,744 2,519,030 
OIL OUTPUTS 
The Venezuelan Oil Concessions, Ltd. 1,612 tons; Perimeter X, 2,893 tons; of which the royalty due to Tampico Oil, 





—Total output for the week ended May 28, 
1938, was 1,117,704 barrels. Total output 
week to June 4, 1938, 1,157,128 barrels. 


Trinidad Petroleum Development 
Company, Ltd.—Production for week 
ended May 28th: 59,205 barrels. Pro- 
duction for May: 264,923 barrels; de- 
liveries for May, including purchased oil, 
286,610 barrels ; production for week ended 
June 4: 56,579 barrels. 


Dacia Romano Petroleum Syndicate, 
Ltd.—Gross production for May: Dacia, 


Starnaphta, 679 tons. 


British Controlled Oilfields, Ltd.— 
Total production for May: 57,392 barrels ; 
shipments for May : 53,277 barrels ; produc- 
tion for week ended June 4: total, 12,786 
barrels. 


Kern Oil Company, Ltd.—The total 
output during May was 210,166 barrels, or 
approximately 30,024 tons. 

Tampico Oil, Ltd.—The total produc- 
tion from the company’s properties in Mexico 
during May was 10,711 barrels, in respect 


Ltd., was 803 barrels. 


Trinidad Leaseholds, Ltd.—Oil pro- 
duced during May, 44,311 tons; oil pur- 
chased during May from other companies, 
78,101 tons. 


Phoenix Oil and Transport Company, 
Ltd.—The gross production of crude oil of 
the Pheenix Group for May was 61,827 tons. 

Trinidad Consolidated Oilfields, Ltd. 
—The output for May was 66,464 barrels, 
which was an increase of over 11 per cent. 
on the April output. 
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TRANSPORT RECEIPTS 
BRITISH RAILWAY TRAFFICS 


Aggregate Gross Receipts, 


Gross Receipts, 





week ended June 5 22 weeks 
(£°000) | ‘ (£000) 
” f " 2 
sy 6272 aeige) ep c2 Ze #3 38 
6253938 53 cB se SB) eS) es FF 
L. M. & S.— 
ST tshides Sina 513| 514 247 761 1,274 9,810:10737 6,011 16,748 26,558 
1938 ...., . 676 434 235 669 1,345 9,718|10464 5,933 16,397 26,115 
L. & N. E. (a)— 
DE Ssawesvns 339 360 257 617 986 6,430 7,430 5,630 13,060 19,490 
1938 .. ..» 400 320 218 538 938 6,297,7,301 5,584 12,885, 19,182 
Great Western— 
oe 219 215| 115 330 $49) 4,111) 4,303 2,512) 6,815) 10,926 
, stdenees da 273, 193, 101 294, 567 4,062)4,251 2,522) 6,773 10,835 
Southern— 
Pane 353| 64) 29 93| 446) 6,341) 1,337 721,\ 2,058 8,399 
1938 sseeee, 407 60) 26) 86) 493 6,285) 1,325 707' 2,032; 8,317 
‘lowl— 
me iccoeskeeis 14241153 648 1801 3,228 26,692\23807 14,874| 38,681\ 65,373 
1938, .... 17561007 580 1587 3,343 26,362 23341 14,746 38,087 64,449 


a) Week ended June 4. 


CUMULATIVE AND WEEKLY COMPARISONS 
000’s omitted) 
Southern 


L.M.S. L.N.E.R. Great 


Western 
Cumulative Figures 

Gross increase, tirst hail 1937, over 

a 1,329 1,187 + 670 359 
Gross increase, second half 1937, 

over second halt 1936 ...... . 1,443 1,099 + 647 372 
Gross decrease first hall 1938, over 

frst halt 1937 :— 

22 weeks to June 5,1938 ... 443 308 - 91 . 82 
Weekly Figures 

Av. weekly decrease, Ist half 1938 20-14 14.00 4°14 - 3°7 
Latest week compared with 1937... 4 71 18 + I18 + 47 
Latest week compared with average 

1927-30 .. sc eeaddieks . 38 26 9 70 


IRISH’ RAILWAY TRAFFICS 


Gross Receipts, week ended Aggregate Gross Receipts 


June 3 22 weeks 
£7000) £000) 
Company 
Pass. Goods Total Pass. Goods Total 
Beliast & Co. Down— 
eee a 24 0:5 2:9 43-0 10-9 53:9 
1038 hand bhinGeeseses 2:2 0:3 y 41:0 9-6 50:6 
Great Northern— 
ee 10:7 9 8 ( 192-2 210°6 402-8 
a AS 9-8 9-4 19:2 191-6 192:°8 3844 
Great Southern— 
PE an cdbddaetnbivencesed 33-1 453 0 76:1 652-9 927-0 79-9 
1938 a pabsovnsenas 33.4 39-7 73-1 660 8 871-0 1531:°8 


AMERICAN RAILROADS 








LONDON TRANSPORT BOARD 


Receipts ‘ prev. 
Year 
. A A 
Week ending June 4, 1938, before pooling pepenmaial 582.400 2,700 
Total, 49 weeks to date................. iaacieneaeeulnnneninas 27,617,800 596,500 
L.P.T.B. receipts, 52 weeks to June 26, 1937 ............ 28,732,000 255,000 
L.P.T.B. receipts, year to June, 1937, after pooling ....... 30,247,378 522,655 


41,377,929 


OVERSEAS WEEKLY TRAFFIC RECEIPTS 
INDIAN 


Gross Receipts 


771 500 


London Transport Pool receipts, year to June 30, 1937 


Aggregate Gross 











Z 2 tor Week Receipts 
Name t 3 . 
2 = 1938 or — 1938 +or- 
1938 Res. Rs Rs. Ks. 
Benga) & N.Western 7 May 20) £11,92,940 —1,00.729 59,28,662 4,14,240 
Bengal-Nagpur ..... 7 20 ++$26,56,000 25,037 1,33.29,000 4,.93,057 
Bombay, Bar. & C.I. & 31. 759,92. 000 33,000 2.26.42.000 4,17.000 
Madras & S. Mah.... 7 20| $22,25,000 97,457 1,09,20,000 2,13,348 
Se BEE es cccnescece 5 10} $15.83, 888 1,405; 62,13,70¢ 1,41,500 
t 11 days. + lu days. 
CANADIAN 
1938 $ $ $ $ 
Canadian National .. 21 May 31 $4,363,270 854.798 69.057,315 — 9,847,098 
Canadian Pacific... 21 31 $3,430,000 343,000 51,142,000, — 4,229,000 
~ 10 days. 
SOUTH & CENTRAL AMERICAN 
1938 
Anglo-Arg. Trams. 22 June 3 3271 34.727 14,568,679 480,128 
Antofagasta ........ -'|@ +520 20 378,550 3,780 
IR 400 14.800) 7,246,000 75,400 
Argentine N.E....... 48 "432 918 449.503 17.14] 
* ia Nia 000 464.000 69,710,000 — 7,934,300 
B.A. and Pacific...... 48 June 700 28.784 4.324.448 301.104 
B.A. Central ......... 48 May -600 31,000 5.451,700 — 1,220,100 
lla a ,000 74,000. 117,405,000 — 2,800,000 
B.A. Gt. Southern i8 June * 2.630 4.590 7.283.062 23.284 
‘ 5639,000 125,000 35,631,000. — 4,759,000 
B.A. Western.......... 48 4 _ *£39,640 7.755 2.210.36( 242.076 
ee . J $1,683,150 — 885,200 94,073.200' — 30126130 
Comtsal Asgentine.... | 48 4 *£104,414 — 54,913 5.835.807 — 1,685,566 
. SD Scene “ , J &190,274 17,891 7,618,074 200,522 
Central Uruguayan 47 * "| e£22,174 2,69) 882,738 27,726 
1a 2 "M 1489000 437,000) 35,815,000 3,564,000 
sats > ‘ 
SAPARD orcveven-e | 22 ; £17,061 8.459 407.857 90.594 
Mexican Railway..... 21 May 31 f $470,900 3,100 6,688,600 115,000 
a 47 3] at £4,001 27] 73.026 1,679 
United of Havana... 48 June 4 £16,761 321) 1,202,634 129.601 


* Converted at average official rate 16-12 pesos to £. 
pesos. 7f Fortnight. aConverted at official rate. 
currency. e Converted at “* 


~ Receipts in Argentine 
d Receipts in Uruguayan 
controlled free rate.” f 10 days. 


SUEZ CANAL RECEIPTS 


1938 
Transit Receipts! 21 |May 31 


he 4 4 
26,506 4,102,006 774,400 


264,700 
t 10 days. 


MONTHLY TRANSPORT & POWER RETURNS 











Month ot Compared sili Compared 
Company April, with April, 4 — es 4 © Receipts for Age egate 
1938 1937 Months 1937 s Month Receipts 
Company & Ending — 
4 c 
= O38 c O38 or 
$ $ $ $ 
and { Gross 10,054,000 5,032,000 40,555,000 17.787.000 
Nett 495,000 1,932,000 292,000 9,197,000 Canadian 4Apr.30 {Gross $! 1.65 743 55.147.6 6.885.950 
Eric J Gross 5,324,000 2,233,000 21,046,000 7,881,000 Nat. Net l Sé . 2.948.14 4.430.7& &.4« 97 
Nett 17,000 1,518,000 Dr. 252,000 5.982.000 
New York J Gross 22,948,000 7,729,000  93.005,000 31,697,000 Cimntion 4.Apr.30 {Gross $10,414,000 456.000 40.580.000 
Central L Nett 82,000 4,124,000 Dr./,717,000 19,107,000 Pac Net $500.000 — 1.349.000 “OK 
Pennsylvania J Gross 27,918,000 11,573,000 110,823,000 43,367,000 Int. Rivs 4 Apr.30 { Gross $523.864 37.036 9 
Railroad \ Nett 3.524.000 3,073,000 10,649,000 13,821,000 Cent, Amer. Net $159,210 26,820 
Soutt Pacit Gross 15,095,000 3,082,000 59,787,000 14,562,000 P ian 
eouthern Pacific < > -< c 
Nett Dr 71,000 1,620,000 Dr.1,829,000 10,281,000 Corpn. 11 May31 Gross £68,538 11,718 879,402 28,743 
Union Pacific ...¢ Gross 10, 363,000 2,010,000 40,645,000 9,399,000 Singapore 
UNett 573,000 395,000 2,655,000 917.000 Stactn. giMav31| Gros $212.000 11.00 1.664.000 126.000 
Suez Canal 5\May31 Gross £775,060 64,500 +, 102,001 774,400 
t Net operating income, 
ee 


Burntisland Shipbuilding Company.—Profits for year ended 
March 31, 1938, £62,832, an increase of £18,241. Also £1,750 
> . A A 
profit on sale of an investment. ‘To taxation, £19,199 (£6,080 
depreciation, £10,000 (same). Ordinary distribution raised by 
per cent. to 10 per cent. To reserve £15,000 (same). Carr 

forward raised from £5,369 to £14,802. 


> 
2 
y 


Manchester Collieries.—Profit for 1937, £331,305, an increase 
of £31,311. Ordinary dividend raised from 4} to 5 per cent. Written 
off goodwill, £29,564. To amortisation reserve £43,326 (£30,062). 
Written off railway wagons, £21,146 (£14,504). Mine rents reserve, 


£4,982 (£4,630). To timber stocks reserve £2,500 (nil). Carry 
forward raised from £111,554 to £122,427. 
“Sanitas” Trust.—Net profit for year to May 31, 1938, 


£91,276, an increase of £32,105. To general reserve £39,000 


(£5,000). Ordinary dividend 10 per cent. tax free (same). Carry 
forward reduced from {14,024 to £12,716. General reserve of 


£49,000 to be capitalised by issue of ls. ordinary shares. 





(Wot eon --------------------- 


OTARD’s ......: 


| 
| 
| ¥.2.0.?, 
| 
! 


ee ree re mee ee ee 


LIQUEUR BRANDY 


BOTTLED 


AT CHATEAU DE COGNAC 


MATURED AND 









































































































































special cash distribution of 2d. per share. 











(e) Includes bonus of 10 per cent. in shares. 


(t) Absorbed £15,500. 





640 THE ECONOMIST June I1, 1938 
THE WEEK’S COMPANY RESULTS 
Net Profit | } Appropriation | Corresponding 
Balance | After | Amount || —— oa ———/|| Period Last 
Year | from | Payment | Available || Dividend carried tol | Year 
Company : | of for (> = — eg nelenat 
Ending Last | Debe Distri- || Ordinary | Reserve, | Balance 
Account | a | b aia | Prefce. my ___| Deprecia-| Forward)} Net | Divi- 
Interest | Amount’ Amount | | Rate | tion, etc, | Profit | dend 
| re er ee 
| | | 
Breweries £ 5 £ | | £ £ | & £ | ‘tf « hy 
Marston, Thompson, etc. ... | Mar. 31 138,957; 138,377) 277,334) 15,000; 70,800! 15f 50,194 141, 340) \| 130,263} 15f¢ 
Electric Lighting, etc. | I] 
Edmundson’s Electricity ... | Mar. 31 50,477, 535,1 19 585, 596) i 113,211, 344,200, 9 30,000 98,185, 520,368, 9 
Iron, Coal and Steel 1] 
aA Mar. 31| 141,499 777,312 918,811) | 40,000 280,000, 10 382,859, 215,952) 636,761) 7 
Cory (Wm.) and Son ...... Mar. 31| 839,939, 768,339) 1,608,278|| 42,500; 590,020; 20 ... | 975,758); 719,536, 20 
Manchester Collieries ........ Mar. 31} 111,555 331,306. 442,861)| 64,938, 153, 9755 5 101,520, 122,428)| 299,995, 44 
Ruston and Hornsby ......... Mar. 31 50,125, 222,426, 272, 551|| 23,500, 92, 250/74 95,000 61,801); 140,906 6} 
Shipley Collieries ............ Mar. 31 50,676 189,171, 239,847|| 11,638) 72 000, 12 104,259 51,950)! 188,208) 12 
South Hetton Coal ......... Mar. 31 24,231 158,583, 182,814| 10, 675, «18,325, 5 112,128 41,686'| 45,807) 2% 
Stone (J.) and Co. ............ | Dec. 31} 165,392: 251,224 416, 616)| | 39,000; 165,110 274 | -212,506}| 198,812) 20 
Motor, Cycle & Aviation | 5209 \| 
Mansfields, Ltd. ............ | Mar. 31 2,716 11,390 14, 106 | | 5,2 5,000; 20 1,000, 2,906 7,501) 20 
Phillips and Powis Aircraft... | Dec. 31 |Dr. 51,821 Dr. 19,297 Dr. 71, 118 ve | aes Dr 71,118 |Dr31,586, Nil 
Anglo-Fgyptian Oilfields..... Dec. 31} 143,823 326,456 470,279 | 233,500, 124 91,464 145,315 302,783 12$ 
Attock Oil Company ......... | Dec. 31 |Dr. 14, 124 56,885, 42,761] : a 40,000 a,Tol 22,472, Nil 
Rubber | 
Caledonian (Selangor) ....... | Mar. 31 14,317 7,848, 22,165 | 2,911 5 2,384, 16, 870) Ip 10,101) 10 
eel etiatiasensenenceus Dec. 31 |\Dr. 1,148Dr. 946Dr. 2,094 | ede a ...  |Dr. 2,094) |D 63 Nil 
General Ceylon .............++ Dec. 31 1,036 28,838  29,874| ... 12,247 4 15,000 2,627 | "16, 853| 4 
Gordon (Malaya) ............ Dec. 31 8,714 22,139, 30,853 2,903! 14,168 5 2,374 11,408 | 16,897} 5 
ES Dec. 31} 20,173 65,897, 86,070; 700, «928,000 5 30,000 27,370'| 25,202) 5 
Nor (Johore) ........... | Dec. 31 | 5,320 9,300 14,620... | 5,600, 5 3,390 5,630, 6,941, 6 
Rubber Estates of Krian...... | Dec. 31 | 1,386) 9,226, 10,612/ ... | 7,200 6 378 «=: 3,034 = 7,068} += 5 
Sungei Krian ................65 Dec. 31 26,992) 29,332) 56,324)... 13,983, 124 14,000 28,341! 17,102) 10 
Ulu Caledonian ............... Mar. 31 |Dr. 2,509. 263,Dr. 2,246| ... a | sas ... |Dr. 2,246; — 2,008, Nil 
Shipping 1} 1] 
Coast Lines ..-ss......... | Dec. 31| 105,013, 400,316 505,329 | 194,250} 90,000, 44 115,875, 105,204 | 462,200, 44 
Shops and Stores 
Boots Pure Drug Co. ...... Mar.31| 316,987, 762,625, 1,079,612 | 96,750, 464,000(d) 29(c) | 172,132 346, 730 | 799,898} 29(c) 
Burton (Joseph) and Sons... | Apr. 16 25,289, 16,500 41,789 | 12,500 2,500 5 2, 500) 24,289 17,687) 5 
| ' | . 
Assam Consolidated ......... Dec. 31! 13,337 40,051 53,388; 12,000 14,000 7 13 000) 14,388, | al Nil 
ia dancing Dec. 31 3,719 4,671 8,390 | 2,356, 10 2,793 3,241)| 2,595 5 } 
Baraoora (Sylhet) ...........+. Dec. 31 15,656 36,318  51,974| 4, 750, 24,000 20 8,000 15,224 | 37,451} 20 i 
i iiiinncnentsnecatih Dec. 31 1,128 30,568! 31,696 | 20,006) ee oo 10,481, 1,209}, 20,087} Nil 
SETI sctnvesccensceccenccnceses Dec. 31 3,332 7,203,  10,535.| 560) 3,714 15 2,700, 3,561) | 3,5 10 
Tse itaciseiceresentisns | Dec. 31 2,790, 6,919, 9,709 | 3,601. 15 2,783,  3,325| 2,830; 10 
Cachar and Dooars ......... Dec. 31 837, 25,104 25,951, 3,599) 5,903 10 13,189 3,260, 12,660, 5 
I thasticeeainnetnnia Dec. 31 4,302, 20,109 24,411 2,500, 13,000 10 4,000, 4,911 11 952} 6 
TOE  cssscaeichesseses Dec. 31 2,908. 11,207; 14,115; 720 6,300, 224 3,148, 3,947) 7,362| 17¢ 
IIIT. ; escnuniitdiiiimeiiadicie Dec. 31 2,990 11,581) 14,571)| 1,453 7,150, 15 1,155, 4,813) 6,784 12¢ 
SEAS 1 Dec. 31 7,269, 18,424 25,693! 1,960 12,600 22} 2,000 9,133|| 10,115) 15 
acces eentnan Dec. 31 8,753, 7,668 16,421| ... 6,802 424 9,219) 4,479) 30 
IT scnichapelibedioetdesae Dec. 31 880 6,964 7,844 | 1,826 10 4, 950 1,068) 3,150, 5 
SE setiasthennidttiindisnatnnivit Dec. 31 1,869 6,278, 8,147 | 2,400 6 4,000 1,747; 2,950 5 
Textiles I] | 
Woodrow (John) and Son ... | Mar. 31 7 800 11,019 18,819} 4,875; 3,625 5 1,229, 9,090; 15,668} 8 
Tramways and Omnibus | 
British Electric Traction ... | Mar. 31 | 1,535, 955] 446,472) 1,982,427 | 163,121) 98,028 15(e) ... {1,721,278}; 390,895} 15(@) 
Lisbon Electric Tramways... | Dec. 31 36,590 146,046; 182,636) 25,533, 71,328 74 55,000, 30,775,| 150,823; 74t 
Para Electric Railways ...... Nov. 30 |Dr. 39,142\Dr. 49,019|Dr. 88,161) | me sad ...  \Dr88,161 'Dr 24,269 Nil 
Southdown Motor Services. | Mar. 31 | 18,484 85,543, 104,027. | 75,000, 10 10,000 19,027) 85,390; 10 
Tiling-Stevens, * em Dec. 31 |Dr157,084 35,336 Dr121,748 | An | “a Dr121748,, 9,630, Nil 
rusts \| 
First Scottish American...... May 2 13,164 39,364 52,528), | 7,160 23,707} 20 10,000 11 661! 38,957! 20 
Rhodesia Railways Trust ... | Mar.31| 300,858 59,018, 359.876 ... | 100, 288) 5t | 259,588'| 115,857) 5 
2nd Lond. Scottish American | Apr. 30 23,347, 49,755, 73,102) 30,000 12,000, 3 5,000 26,102) 40,377, 3 
Trust Union, Ltd. ............ | May 15 31,159. 70,341, 101,500 15,188 33,520, 10 16,000 36,792 64,902 9 
Other Companies || | 
Argosy, etc., Libraries ...... | Mar. 31 426 8,605 9,031), 3,600 3,675, 74 1,000 756! 7,734 «7 
Banister Walton & Co. Mar. 31 17,960, 42,859 60,819) ... 20,169, 25 26,192) 14,458 50,045) 22% 
Barnagore Jute Factory ...... Mar. 31 14,612 17,820, 32,432! 10,000, 13,750 5 .. |  8,682)} 24,597) 5 
Bradford (F.) & Co. ......... Mar. 31 9,360 9,367, 18,727; 508 1,305 6 6 | 16914) (a) | @ 
Brown (Thomas) and Sons... | Jan. 31 1,518 23,212  24,730)| 7,425 6,750 5 8,868  1,687|| 17,491 3 
Brownlee and Co. ............ Mar. 31 49,657, 58,853) 108,510! 3,688 39,369 124+ 15,000, 50,453} 66,767 15 
Cambuhy Coffee, etc. ...... Dec. 31 3,565 33,297 36,862); ... | 25,200; 6 8,707, 2,955 33,371, 7 
Cope Brothers & Co. ......... Mar.31| 56,309 45,940, 102,249 | | 38,344 10 5,000, 58,905, 47,300 134s) 
Fisher’s Foils .................. Apr. 30 6,984, 26,406 33,300) ... | 5,000 5 22,000 6,390} 14,763) 5 
H. L. Cabinet Works......... Mar. 31 | 9,744 30,042) 39,786 13,808 Sean as 19,000, 6,978}; 9,474 Nil 
: Holbrooks, Ltd. ............... Mar.31{ 22,130 35,874 58,004 2,800 33,000 ILIf .. | 22,204!) 38,580} 12f 
Marston Valley Brick......... Mar. 31 15,529. 182,539 198,068 ... | 94,202) 17%} 83,127, 20,739}, 180,385, 20 
Oceana Laundry .............. Apr. 30 809 5,469 6,278| 2,212 1,475, 4 | 2,000, 591|| 8,171) 10 
Sanders and Co. ............ Mar. 31 4,174, 24,389) 28,563 » | 10,875) 15 | 10,138 = 7,550)} 11,479) 15 
Yorkshire Dyeware, etc. Mar. 31 7,581 34,800 42,381, | 29,766 16} 5,000 7,615 33,369 20 
j j | | | 
Total Profits, 1938, in £000’s :} | I] | 1] 
 ictietitecmnenmi 1,206, 48,291, 175,346, 223,637, 28,811, 90,953 51,063, 52,810 155,410 
I ‘itinahennsiginicsaateile 1 7269 52,518 182,141 234,659 | 29,820 94,462 52,806 57,571 161,520 ... 
| I] | | 
+ Free of income tax. (a) No comparable figure. (6) Six months. (c) 5 per cent. paid free of income tax. (d) Also 


(s) Absorbed £38,109, 





